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HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT 
AMENDMENTS  OF  1978 


May  15,  1978. — Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


Mr.  Staggers,  from  the  Committee  on  Interstate  and  Foreign 
Commerce,  submitted  the  following 

REPOET 

together  with 
ADDITIONAL  VIEWS 
[To  accompany  H.R.  11488] 
[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Interstate  and  Foreign  Commerce,  to  whom 
was  referred  the  bill  (H.R.  11488)  to  amend  titles  XV  and  XVI  of  the 
Public  Health  Service  Act  to  revise  and  extend  the  authorities  and 
requirements  under  those  titles  for  health  planning  and  health  re- 
sources development,  having  considered  the  same,  report  favorably 
thereon  with  an  amendment  and  recommend  that  the  bill  as  amended 
do  pass. 

The  amendment  appears  in  italic  type  in  the  reported  bill  and  also 
in  the  appendix  to  this  report. 

I.  Legislative  Background 

Legislation  to  amend  titles  XV  and  XVI  of  the  Pubhc  Health 
Service  Act  to  revise  and  extend  the  authorities  under  the  Act  for  health 
planning  and  resources  development,  H.R.  10460,  was  introduced  on 
January  19,  1978,  by  Mr.  Rogers,  Chairman  of  the  Subcommittee 
on  Health  and  the  Environment. 

Hearings  were  conducted  on  H.R.  10460  and  all  similar  or  identical 
bills  on  January  30  and  31  and  February  1  and  2,  1978.  The  bill  was 
subsequently  considered  in  open  executive  sessions  by  the  Subcom- 
mittee on  Health  and  the  Environment,  amended,  reported,  and 
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reintroduced  as  a  clean  bill,  H.R.  11488,  on  March  13,  1978  by  Mr. 
Rogers  and  eight  other  members  of  the  Subcommittee. 

H.R.  11488  was  considered  by  the  Interstate  and  Foreign  Commerce 
Committee  on  April  11,  1978,  amended,  and  ordered  reported  by 
voice  vote. 

II.  Summary  of  the  Legislation 

The  purpose  of  this  legislation  is  to  amend  and  extend  titles  XV 
and  XVI  of  the  Public  Health  Service  Act  dealing  with  health  planning 
and  resources  development.  These  titles  were  established  by  Public 
Law  93-641,  "The  National  Health  Planning  and  Resources  Develop- 
ment Act  of  1974." 

As  reported,  H.R.  11488,  would  extend  and  modify  existing  require- 
ments with  respect  to  health  systems  agencies,  State  health  plan- 
ning, Federal  health  planning  and  policy  making,  and  resources 
development. 

HEALTH  SYSTEMS  AGENCIES 

The  legislation  would  extend  and  provide  more  adequate  funding 
for  health  system  agencies  (HSA) .  Membership  requirements  of  HSA 
governing  bodies  would  be  slightly  modified,  and  self  perpetuation  of 
governing  bodies  would  be  prohibited.  Provisions  are  made  for  active 
local  elected  official  participation  in  the  health  planning  process. 
Requirements  are  added  to  make  the  plans  which  the  HSAs  develop 
more  detailed  and  resource  specific  and  to  allow  plan  adoption  only 
after  public  hearings  have  been  conducted.  Increased  coordination 
among  HSAs  within  the  standard  metropolitan  statistical  areas  would 
be  required  where  those  areas  have  been  divided.  In  public  HSAs,  the 
amendments  would  provide  the  regional  planning  body  or  unit  of  the 
whole  government  with  more  authority  over  health  planning  in  its 
area.  Conflicts  of  interest  provisions  are  also  added. 

STATE  HEALTH  PLANNING 

The  reported  bill  would  provide  a  larger  role  for  Governors  in 
health  planning  including  the  process  of  area  and  agency  designation. 
It  would  require  the  State  Health  and  Planning  Development  Agency 
(SHPDA)  to  establish  a  statement  of  Statewide  health  needs  at  the 
beginning  of  the  planning  process  which  the  HSA  would  consider  in 
the  development  of  its  plans.  The  Governor  would  be  allowed  to 
dissapprove  the  State  health  plan  under  certain  circumstances.  The 
bill  clarifies  and  expands  the  certificate  of  need  requirements.  It 
extends  the  minimum  coverage  to  home  health  programs  and  any 
proposed  purchase  of  major  medical  equipment  that  will  serve  in- 
patients of  a  hospital.  Grants  would  be  provided  to  States  to  dem- 
onstrate various  means  of  effectively  reducing  excess  hospital  capacity. 
In  addition,  the  SHPDAs  would  be  required  to  coordinate  their 
activities  with  rate  setting  bodies  where  those  exist. 
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FEDERAL  HEALTH  PLANNING  AND  POLICY  MAKING 


The  legislation  would  strengthen  the  linkages  between  local  and 
State  health  planning  and  that  which  takes  place  at  the  Federal 
level.  The  Secretary  would  be  required  to  analyze  and  review  the 
health  plans  which  are  developed  by  the  HSAs  and  States  and  use 
that  analysis  in  modifying  the  National  Guidelines  for  Health  Palnning 
or  in  developing  additional  guidelines.  The  bill  makes  it  clear  that  the 
National  Guidelines  for  Health  Planning  are  not  to  be  rigid  standards 
inflexibly  applied  but  rather  benchmarks  which  HSAs  can  adjust  as 
local  circumstances  require.  The  bill  requires  more  adequate  consulta- 
tion with  various  groups  prior  to  revision  or  establishment  of  additional 
national  guidelines.  The  Secretary  is  to  collect  data  and  analyze 
progress  made  by  the  health  systems  in  moving  in  the  direction  of 
the  National  Guidelines.  Two  national  health  priorities  dealing  with 
the  discontinuance  of  duplicative  services  and  the  adoption  of  cost 
containments  policies  are  added  to  the  National  Health  Priorities 
contained  in  the  Act. 


RESOURCES  DEVELOPMENT 


The  bill  would  extend  Federal  loan  and  loan  guarantee  programs 
to  support  health  care  facility  development  although  support  would 
be  limited  to  priority  areas.  Project  grant  authority  for  the  construc- 
tion and  modernization  of  public  hospitals  and  health  care  facilities 
would  be  extended.  New  grant  authority  for  the  construction  of 
outpatient  medical  facilities  in  medically  underserved  areas  and  the 
conversion  of  existing  facilities  into  facilities  for  outpatient  and  long 
term  care  is  established.  The  legislation  repeals  the  provisions  of 
existing  law  which  have  provided  allotment  grants  to  States  to  develop 
health  care  facilities. 

III.  Cost  of  Legislation 

As  reported  by  the  Committee,  H.R.  11488  provides  authoriza- 
tions of  appropriations  for  fiscal  years  1979,  1980,  and  1981  in  the 
amounts  shown  in  the  following  table. 

AUTHORIZATIONS  OF  APPROPRIATIONS  FOR  FISCAL  YEARS  1979,  1980,  1981  PROVIDED  BY  H.R.  11488 

[In  millions  of  dollars]  ' 


Fiscal  year— 
"l979        1980        1981  T^taF 


Title  XV: 

Health  systems  agency  planning  grants  (sec.  1516)   

State  health  planning  and  development  planning  grants  (sec,  1525). 

Rate  regulation  grants  (sec.  1526)   

Grants  for  reduction  of  express  capacity  (sec.  1528)...  

Centers  for  health  planning  (sec.  1534)..  

Subtotal  

Title  XVI : 

Project  grants  for  modernization  of  public  hospitals  (sec,  1625(a))... 
Project  grants  for  outpatient  and  long-term  care  facilities  (sec.  1625(b 
Area  health  service  development  grants  (sec.  1640)   

Subtotal  


150 

160 

170 

480 

35 

37 

39 

111 

6 

7 

8 

21 

4 

4 

4 

12 

10 

11 

12 

33 

205 

219 

233 

657 

100 

100 

100 

300 

30 

40 

40 

110 

120 

150 

150 

420 

250 

290 

290 

830 

Total  authorization  levels   455         509         523  1,487 
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These  figures  may  be  compared  with  the  recent  budgetary  author- 
izations of  title  XV  and  XVI. 


[In  millions  of  dollars] 


1975 


Fiscal  year— 


1976 


1977 


1978 


Title  XV: 

Health  systems  agencies                                               60               90              125  125.0 

State  agencies                                                            25               30               35  35.0 

Rate  regulation                                                           4                 5                6  6.0 

Centers  for  health  planning                                          5                8               10  10.0 

Title  XVI: 

Area  health  services  development                                   25               75              120  120. 0 

Health  facilities  construction..  

Sec.  1602  formula  grants                                                125              130              135  135.0 

Sec.  1625  project  grants      67.  5 

Total.                                                                   244               338               4il  4981 


More  detailed  cost  estimates  are  set  forth  in  the  Congressional 
Budget  Office  estimate  which  appears  later  in  this  report. 

IV.  Brief  History  and  Need  for  Legislation 

Congressional  interest  in  effective  health  planning  and  resources 
development  began  with  the  enactment  of  the  Hill-Burton  program, 
(Public  Law  79-725)  in  1946.  Not  only  did  this  program  provide 
funds  for  the  construction  of  needed  new  hospitals  but  it  clearly  con- 
templated that  the  States  which  received  those  funds  would  use  them  m 
accordance  with  a  planning  process.  States  were  to  determine  their 
need  for  additional  medical  facilities  and  develop  plans  to  use  the 
available  funds  to  fill  unmet  needs. 

Few^  substantive  changes  were  made  in  the  Hill-Burton  program  until 
1964  when  it  was  amended  to  include  new  authority  for  the  funding  of 
regional,  or  areawide,  voluntary  health  facilities  planning  agencies 
(sometimes  called  ''318  agencies"  after  the  section  of  the  Public 
Health  Act  under  which  they  were  authorized.  This  new  authority 
rapidly  led  to  the  funding  in  a  number  of  major  metropolitan  areas  of 
nonprofit  private  corporations  governed  by  boards  of  community 
leaders  and  health  care  providers  which  sought  to  plan  for  the  develop- 
ment of  needed  hospitals  and  other  health  care  facilities  in  their 
communities. 

The  89th  Congress  saw  the  enactment  of  Medicare  and  Medicaid 
programs  providing  for  the  first  time  for  extensive  Federal  participa- 
tion in  the  financing  of  health  care  services.  The  Heart  Disease,  Cancer, 
and  Stroke  Amendments  of  1965  (Public  Law  89-239)  and  the  Compre- 
hensive Health  Planning  and  Public  Health  Services  Amendments  of 
1966  (Public  Law  89-749)  which  established  the  regional  medical 
program  (RMP)  and  the  comprehensive  health  planning  program 
(CHP)  respectively,  were  also  products  of  the  89th  Congress. 

While  the  Hill-Burton,  RMP,  and  CHP  programs  had  the  common 
goal  of  improving  the  health  of  the  American  people  and  made  im- 
pressive contributions  to  better  resource  availability,  their  efforts 
were  also  marked  by  lack  of  adequate  financing,  overlap  and  duplica- 
tion of  responsibilities,  absence  of  a  sufficient  mandate  for  implementa- 
tion of  their  authorities,  inadequate  coordination  between  the  plan- 
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ning  bodies  and  the  various  public  agencies  responsible  for  funding 
health  resources  development,  and  lack  of  general  guidance  as  to 
national  health  priorities  and  goals.  Because  of  its  growing  concern 
with  respect  to  the  increasing  costs  of  health  care  and  the  failure  of  the 
existing  programs  to  rationalize  the  delivery  of  health  care  services, 
the  committee  conducted  extensive  hearings  in  1974  on  legislation 
which  substantially  revised  and  strengthened  both  the  health  planning 
and  resources  development  functions  of  the  existing  authorities. 

After  many  months  of  hearings  and  debates,  the  Congress  con- 
cluded that  previous  attempts  to  plan  for  health  services  and  to  devel- 
op resources  in  a  rational  manner  had  not  been  successful  and  that  there 
was  a  need  to  restructure  and  strengthen  areawide  and  State  planning 
for  health  services,  manpower,  and  facilities.  It  was  also  evident  that  a 
national  health  planning  policy  which  could  provide  guidance  for  the 
development  of  resources  throughout  the  nation  (especially  medical 
facilities  and  new  technology)  and  assistance  in  setting  priorities  for 
Federal  programs  and  investments  was  required. 

In  the  absence  of  clear  national  goals  and  guidelines  (and  internally 
consistent  Federal  policies) ,  programs  aimed  at  improving  the  system 
had  been  fragmented  and  uncoordinated — continuing  or  exacerbating 
existing  problems  of  maldistribution  and  spiraling  costs.  Inadequate 
incentives  to  use  appropriate  levels  of  care  and  for  the  substitution  of 
ambulatory,  intermediate  and  home  health  care — all  less  expensive 
than  inpatient  care — were  found  to  have  contributed  to  the  cost  spiral. 
The  massive  infusion  of  Federal  funds  in  the  1970's  into  the  existing 
system — with  no  cost  containment  incentives,  indeed  with  a  number  of 
cost  inflating  pressures — contributed  to  the  increase,  and  yet  failed 
to  produce  an  adequate  supply  or  distribution  of  health  resources  for 
all  parts  of  the  country. 

The  most  serious  problems  confronting  the  nation  as  a  whole  related 
to  the  burgeoning  costs  of  health  care  and  the  seemingly  endless  pos- 
sibilities for  care  which  resulted  from  the  technological  and  biomedical 
discoveries  of  the  previous  20  years.  These  latter  two  forces — cost 
increases  and  technological  advances — coupled  with  the  growth  in  the 
number  of  elderly  with  their  higher  service  needs,  and  the  shift  from 
the  predominance  of  acute  and  infectious  conditions  to  chronic  health 
problems — spotlighted  a  need  for,  and  triggered  widespread  interest 
in,  improved  health  planning  and  resources  distribution  in  this  Na- 
tion. Congressional  consideration  culminated  in  the  enactment  of  the 
National  Health  Planning  and  Resources  Development  Act  of  1974, 
Public  Law  93-641,  which  was  signed  by  President  Ford  on  Janu- 
ary 4,  1975. 

The  passage  of  P.L.  93-641  was  intended  to  provide  new  and  im- 
proved structure  and  support  for  effective  health  planning  and  a 
more  systematic  development  of  resources,  especially  new  technology. 
Based  on  its  study  of  the  predecessor  programs.  Congress  chose 
to  combine  the  best  features  of  these  earlier  efforts  into  a  single  new 
Federal,  State,  and  areawide  program  for  health  planning  and  re- 
sources development  rather  than  continue  all  of  the  programs  then 
in  existence  as  separate  activities  or  extend  one  at  the  expense  of  the 
others.  Each  of  the  former  programs  had  compiled  an  impressive  list 
of  accomplishments;  yet  their  uncoordinated,  simultaneous  existence, 
however,  had  left  parts  of  the  country  without  areawide  or  regional 
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planning,  had  led  in  some  communities  to  conflicts  and  diJEculty  in 
defining  appropriate  roles,  and  had  necessarily  resulted  in  some 
duplication  of  effort,  inefficiency,  and  wasting  of  scarce  Federal 
resources  and  even  scarcer  expert  staff. 

V.  Description  of  Existing  Law  (Public  Law  93-641) 

OVERVIEW 

The  National  Health  Planning  and  Resources  Development  Act 
of  1974,  P.L.  93-641,  was  composed  of  two  principal  parts.  The  first 
added  a  new  title  XV  to  the  Public  Health  Service  Act — National 
Health  Planning  and  Development — as  a  replacement  for  previous 
health  planning  initiatives  authorized  under  the  Re^onal  Medical 
Program  and  the  Comprehensive  Health  Planning  Program.  The 
second,  added  a  new  title  XVI  to  the  PHS  Act  for  Health  Resources 
Development — as  a  replacement  in  large  part  for  the  Hill-Burton 
medical  facilities  construction  program.  Although  the  Hill-Burton 
program  was  not  actually  repealed  and  the  requirements  pertaining  to 
facilities  funded  under  its  authority  were  to  remain  in  effect,  the  new 
title  XVI  program  was  to  be  the  conduit  for  future  allocation  of 
Federal  funds  for  construction,  moderization,  and  conversion  of 
health  facilities. 

Part  A  of  the  new  title  XV  established  a  National  Council  on 
Health  Planning  and  Development  and  directed  the  Secretary 
of  HEW  to  issue  national  guidelines  for  health  planning.  Part  B  of 
the  new  title  created  a  system  of  Health  Systems  Agencies  (HSAs) 
responsible  for  areawide  health  planning  and  development  through- 
out the  country.  Part  C  of  the  title  provided  assistance  to  State 
governments  in  the  development  and  funding  of  State  Health  Plan- 
ning and  Development  Agencies  (SHPDAs) .  Part  D  contained  general 
provisions  applicable  to  the  above  programs,  including  authorization 
for  regional  centers  for  health  planning.  Parts  A,  B,  C,  and  D  of 
the  new  title  XVI  revised  the  program  of  State  allotments,  loans  and 
loan  guarantees,  and  special  project  grants  for  health  facilities  con- 
struction, modernization,  and  conversion.  Part  E  of  the  new  title 
XVI  contained  general  provisions  relating  to  the  foregoing  programs. 
Part  F  provided  area  health  services  development  funds  to  HSAs  for 
their  use  in  development  of  health  resources  designed  to  implement 
their  health  plans. 

NATIONAL  guidelines  FOR  HEALTH  PLANNING 

The  law  directed  the  Secretary  of  HEW  to  issue,  within  18  months 
of  enactment,  guidelines  concerning  national  health  planning  policy 
and  to  revise  such  guidelines  as  deemed  appropriate.  In  issuing  guide- 
lines, the  Secretary  was  to  include  standards  respecting  the  appro- 
priate supply,  distribution,  and  organization  of  health  resources  and 
a  statement  of  national  health  planning  goals  expressed  to  the  max- 
imum extent  practicable  in  quantitative  terms.  Recommendations  and 
comments  were  to  be  solicited  from  HSAs,  SHPDAS,  Statewide 
Health  Coordinating  Councils,  associations  and  specialty  societies 
representing  medical  and  other  health  care  providers,  and  the  National 
Council  on  Health  Planning  and  Development  (sec.  1501). 
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NATIONAL  HEALTH  PRIORITIES 

The  legislation  included  a  list  of  national  health  priorities  which 
were  to  be  given  special  consideration  in  the  formulation  of  national 
health  planning  goals  and  in  the  development  and  operation  of  Federal, 
State,  and  area  health  planning  and  resources  development  programs. 
The  priorities  included : 

(1)  Provision  of  primary  care  services  for  medically  under- 
served  populations ;  (2)  development  of  multi-institutional  sys- 
tems for  coordination  or  consolidation  of  institutional  health 
services;  (3)  development  of  medical  group  practices,  health 
maintenance  organizations,  and  other  organized  systems  for 
provision  of  health  care ;  (4)  training  and  increased  utilization 
of  physician  assistants ;  (5)  development  of  multi-institutional 
arrangements  for  sharing  of  support  services  necessary  to 
all  health  service  institutions;  (6)  promotion  of  activities  to 
achieve  needed  improvements  in  quality  of  health  services;  (7) 
development  by  health  service  institutions  of  capacity  to 
provide  various  levels  of  care  on  a  geographically  integrated 
basis ;  (8)  promotion  of  disease  prevention  activities,  adoption 
of  uniform  cost  accounting,  simplified  reimbursement,  and 
utilization  reporting  systems  and  improved  management  pro- 
cedures for  health  service  institutions ;  (9)  and  development  of 
effective  methods  for  general  public  education  about  proper 
personal  health  care  and  effective  use  of  available  services 
(sec.  1502). 

NATIONAL  COUNCIL  ON  HEALTH  PLANNING  AND  DEVELOPMENT 

The  law  established  in  the  Department  of  HEW  an  advisory  coun- 
cil known  as  the  National  Council  on  Health  Planning  and  Develop- 
ment. The  Council  was  charged  with  responsibility  for  advising, 
consulting  with,  and  making  recommendations  to  the  Secretary  with 
respect  to  (1)  development  of  the  national  guidelines;  (2)  the  imple- 
mentation and  administration  of  the  programs  established  under  the 
Act;  and  (3)  evaluation  of  implications  of  new  medical  technology 
for  the  organization,  delivery,  and  equitable  distribution  of  health 
care  services. 

The  Council  was  to  be  composed  of  15  members,  with  the 
Chief  Medical  Director  of  the  Veterans'  Administration,  the  Assist- 
ant Secretary  for  Health  and  Environment  of  the  Department  of 
Defense,  and  the  Assistant  Secretary  for  Health  of  the  Department  of 
HEW  included  as  nonvoting  ex  officio  members.  The  remainder 
were  to  be  appointed  by  the  Secretary  to  serve  for  staggered  six  year 
terms  and  were  to  include  persons  who,  as  a  result  of  their  training, 
experience  or  attainments,  were  exceptionally  well  qualified  to  assist 
in  carrying  out  the  Council's  functions.  Not  less  than  five  were  to 
be  persons  who  were  not  health  care  providers,  not  more  than  three 
were  to  be  Federal  employees,  not  less  than  three  were  to  be  members 
of  HSA  governing  bodies,  and  not  less  than  three  were  to  be  members  of 
Statewide  Health  Coordinating  Councils  (SHCCs).  In  addition,  the 
two  major  political  parties  were  to  be  equally  represented.  Voting 
members  were  to  select  a  Chairman  from  among  their  number.  Coun- 
cil members  were  to  be  compensated  and  allowed  to  appoint,  fix  the 
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pay  of,  and  prescribe  the  functions  of  supporting  staff.  In  addition, 
the  Council  could  utilize  the  services  of  experts  and  consultants  (sec. 
1503). 

HEALTH  SERVICE  AREAS 

Under  the  law  the  Governor  of  each  State  was  to  designate  the 
boundaries  of  health  service  areas  for  which  health  systems  agencies 
were  to  be  designated. 

Health  service  areas  were  to  be  geographic  regions  appropriate  for 
the  effective  planning  and  development  of  health  services,  determined 
on  the  basis  of  such  factors  as  population  and  the  availability  of  re- 
sources to  provide  all  necessary  health  services  for  area  residents.  To 
the  extent  practicable,  each  area  was  to  include  at  least  one  center  for 
the  provision  of  specialized  health  services.  A  health  service  area 
could  encompass  a  maximum  population  of  three  million  except  in 
areas  which  included  a  Standard  Metropolitan  Statistical  Area 
(SMSA)  of  more  than  three  million.  The  minimum  population  size  for 
an  area  was  to  be  500,000  except  that  it  could  be  as  low  as  200,000  in 
unusual  circumstances  and  below  200,000  in  highly  unusual  circum- 
stances. To  the  maximum  extent  feasible,  the  area  was  to  be  coordi- 
nated with  other  relevant  existing  geographic  areas  including  Profes- 
sional Standards  Review  Organization  areas  and  existing  regional 
planning  and  State  planning  and  administrative  areas. 

The  boundaries  were  to  be  established  so  as  to  recognize  the  differ- 
ences in  health  planning  and  resources  development  needs  between 
nonmetropolitan  and  metropolitan  areas  and  to  take  into  account  any 
economic  or  geographic  barrier  to  receipt  of  services  in  nonmetro- 
politan areas.  Each  SMSA  was  to  be  entirely  contained  within  the 
boundaries  of  one  health  service  area  unless,  with  the  Secretary's 
approval,  the  Governor  of  each  State  in  which  an  SMSA  was  located 
determined  otherwise. 

Boundaries  were  to  conform  to  those  of  the  pre-existing  314(b) 
comprehensive  health  planning  agencies  if  the  areas  encompassed  by 
these  former  agencies  met  the  designation  requirements.  The  Governor 
could  waive  this  requirement  if  he  found  that  the  designation  of 
another  area  was  more  appropriate  for  effective  planning  and  develop- 
ment of  health  resources. 

The  law  detailed  the  procedures  to  be  followed  in  the  designation 
process.  The  areas  proposed  by  the  Governors  were  to  serve  as  the 
official  boundary  designations  unless  they  were  inconsistent  with  the 
law's  requirements  or  did  not  include  a  portion  of  the  United  States. 
In  such  instances,  the  Secretary  was  given  authority  to  make  necessary 
changes.  The  initial  designation  process  for  all  States  (except  those 
specifically  exempted  under  section  1536  discussed  below)  was  to  be 
completed  by  January  4,  1976. 

The  appropriateness  of  boundary  designations  was  to  be  reviewed 
by  the  Secretary  on  a  continuing  basis.  Revisions  could  be  initiated 
either  by  the  Secretary,  the  Governor,  or  designated  health  systems 
agencies,  but  revisions  could  only  be  made,  after  consultation  with 
Governors  and  appropriate  agencies,  if  the  Secretary  determined  that 
the  boundary  no  longer  met  the  specified  requirements  (section  1511). 
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HEALTH  SYSTEMS  AGENCIES 

The  law  provided  for  the  creation  of  a  nationwide  network  of  health 
systems  agencies  (HSAs)  responsible  for  areawide  or  regional  health 
planning  and  resources  development  in  their  respective  health  service 
areas.  Health  systems  agencies  could  be  either  non-profit  private  cor- 
porations or  public  entities.  A  nonprofit  private  corporation  (or 
similar  legal  entity) :  (1)  was  required  to  be  incorporated  in  the  State 
in  which  the  largest  part  of  the  population  of  its  health  service  area 
resided;  (2)  could  not  be  a  subsidiary  of  or  otherwise  controlled  by 
another  public  or  private  entity;  and  (3)  could  only  engage  in  health 
planning  and  development  functions. 

A  public  entity  could  be  either  (1)  a  single  unit  of  general  local 
government  if  its  area  of  jurisdiction  was  identical  to  that  of  the 
applicable  health  service  area,  or  (2)  a  public  regional  planning  body 
which  had  a  planning  area  identical  to  the  health  service  area  and 
either  had  a  governing  board  (the  majority  of  the  members  of  which 
were  elected  local  officials)  or  was  authorized  by  State  law  (in  effect 
prior  to  the  enactment)  to  carry  out  requisite  health  planning  and 
review  functions.  Health  systems  agencies  were  prohibited  from  being 
or  operating  an  educational  institution. 

HSAs  were  to  employ  staff  who  possessed  expertise  in  administra- 
tion, gathering  and  analysis  of  data,  health  planning,  and  in  the  devel- 
opment and  use  of  health  resources.  The  functions  of  planning  and 
development  of  health  resources  were  to  be  conducted  by  staffs  with 
skills  appropriate  to  each  function.  Each  HSA  was  to  have  a  minimum 
staff  of  five  professionals,  or  one  professional  (up  to  25)  for  every 
100,000  persons  in  the  area,  whichever  was  greater.  Methods  for 
selection,  compensation,  promotion,  and  discharge  of  staff  members 
were  to  be  determined  by  each  agency,  with  the  stipulation  that 
renumeration  for  any  position  be  at  least  equal  to  that  for  comparable 
positions  in  the  area.  The  agency  could  also  employ  consultants  and 
contract  with  individuals  or  entities  for  the  provision  of  services. 

Public  HSAs  were  required  to  have  a  separate  governing  body  for 
health  planning  with  exclusive  authority  to  perform  the  requisite 
planning  functions.  Private  HSAs  were  required  to  have  a  governing 
body  composed  of  10-30  members  except  that  the  number  could 
exceed  30  if  the  governing  body  established  an  executive  committee, 
composed  of  up  to  25  members  of  the  full  governing  body  and  delegated 
its  authority  to  act  to  the  committee  (except  for  the  establishment  of 
health  plans). 

The  governing  body  was  given  responsibility  for  the  internal  affairs 
of  the  agency,  establishment  of  a  health  system  plan  (HSP)  and 
annual  implementation  plan  (AIP),  approval  of  grants  and  contracts 
awarded  to  implement  these  plans,  approval  of  actions  taken  pursuant 
to  agency  review  functions,  issuance  of  an  annual  report,  and  addi- 
tional functions  relating  to  its  operation.  The  governing  body  could 
act  only  upon  a  majority  vote  of  its  members,  a  quorum  (50  percent) 
being  present,  at  a  meeting  called  upon  adequate  notice  to  all  its 
members. 
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Consumers  were  to  fill  a  majority  (but  not  more  than  60  percent)  of 
the  membership  positions  on  the  governing  body  and  executive  com- 
mittee. The  remaining  members  were  to  be  health  care  providers 
residing  in  the  area  who  represented  health  professionals  (including 
physicians,  particularly  practicing  physicians,  dentists,  nurses,  and 
others) ;  health  care  institutions  (particularly  hospitals,  long-term 
care  facilities,  and  health  maintenance  organizations) ;  health  care 
insurers ;  health  professional  schools ;  and  the  allied  health  professions. 
At  least  one  third  of  the  provider  members  were  required  to  be  direct 
providers  of  health  care,  as  opposed  to  indirect  providers  defined 
as  individuals:  (1)  holding  a  fiduciary  position  with,  or  fiduciary 
interest  in  entities  engaged  in  provision  of  health  care  or  in  such 
research  or  instruction,  or  entities  engaged  in  drug  manufacture; 
(2)  receiving  (either  directl}^  or  through  one's  spouse)  more  than 
one-tenth  of  gross  annual  income  from  research  or  instructions 
in  or  provision  of  health  care,  or  from  manufacture  of  drugs  or  other 
articles  used  in  health  care;  (3)  who  were  members  of  the  immediate 
family  of  a  direct  or  indirect  provider;  or  (4)  employed  by  health 
insurers. 

Membership  was  to  include  (either  as  consumer  or  provider  repre- 
sentatives) public  elected  officials,  other  representatives,  of  local 
governmental  authorities,  representatives  of  local  public  and  private 
health  agencies,  and  a  proportional  percentage  of  residents  of  the 
nonmetropolitan  areas  within  the  service  area.  Wliere  the  health 
service  area  included  a  hospital  or  other  health  facility  of  the  Veterans' 
Administration  or  a  qualified  health  maintenance  organization,  HSA 
membership  was  to  include  at  least  one  representative  of  such  an  entity, 
in  the  case  of  the  VA  representatives  on  an  ex  ofl&cio  basis.  Any  sub- 
committees or  advisory  groups  appointed  by  the  governing  body  or 
executive  committee  were  to  be  composed  to  the  extent  practicable 
in  a  similar  manner. 

Consumer  members  were  to  be  residents  of  the  health  service  area 
who  were  not  (or  within  the  12  months  preceding  appointment  had 
not  been)  providers  and  who  were  broadly  representative  of  the  social, 
economic,  linguistic,  and  racial  populations,  geographic  areas  of  the 
health  service  area,  and  major  purchasers  of  health  care. 

The  law  provided  that  members  or  employees  of  HSAs  were  to  be 
exempt  from  civil  liability  in  the  performance  of  their  functions,  pro- 
vided such  individuals  had  acted  within  the  scope  of  their  responsibili- 
ties, exercised  due  care,  and  acted  without  malice. 

HSAs  were  precluded  from  accepting  funds  or  other  contributions 
of  facilities  or  services  from  individuals  or  entities  with  a  financial  or 
other  direct  interest  in  the  development,  expansion,  or  support  of 
health  resources.  Agencies  were  permitted  to  accept  contributions 
from  charitable  foundations  such  as  those  described  in  section  509(a) 
of  the  Internal  Revenue  Code  of  1954,  provided  such  entities  were  not 
directly  engaged  in  the  provision  of  health  care  in  the  area. 

Health  systems  agencies  were  required  to  make  reports  and  keep 
records  as  required  by  the  Secretary,  provide  for  such  fiscal  control 
and  fund  accounting  procedures  as  he  might  require,  and  permit  the 
Secretary  and  Comptroller  General  access  to  records  and  documents. 

Subarea  councils  meeting  the  composition  requirem^ents  for  HSAs 
could  be  established  by  the  HSA  to  advise  the  governing  body  on 
performance  of  its  functions  (sec.  1512). 
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FUNCTIONS  OF  HEALTH  SYSTEMS  AGENCIES 

The  primary  responsibility  of  each  HSA  was  the  provision  of  effec- 
tive health  planning  for  its  health  service  area  and  the  promotion  of  the 
development  of  services,  manpower,  and  facilities  which  met  identified 
needs,  reduced  documented  inefficiencies,  and  implemented  the  health 
plans  of  the  agency.  HSAs  were  to  undertake  this  responsibility  in 
order  to:  (1)  improve  the  health  of  area  residents;  (2)  increase 
accessibility  (including  overcoming  geographic,  architectural,  and 
transportation  barriers),  acceptability,  continuity,  and  quality  of 
health  services;  (3)  restrain  increases  in  the  cost  of  health  services; 
and  (4)  prevent  unnecessary  duplication  of  health  resources.  To  meet 
this  responsibility,  -each  agency  had  to  perform  specified  functions. 

Each  agency  was  required  to  collect  and  analyze  health  data  for  its 
area  utilizing  wherever  possible  existing  data.  After  consideration  of 
this  data,  national  guidelines  for  health  planning,  and  national  health 
priorities,  the  agency  was  required  to  establish,  annually  review,  and 
revise  as  necessary  a  health  systems  plan  (HSP) .  Each  HSP  was  to  be 
a  detailed  statement  of  goals;  (1)  describing  a  health  system  which 
would  assure  availability  and  accessibility  of  quality  health  services, 
continuity  of  care,  and  reasonable  cost  of  services;  (2)  responsive  to  the 
unique  needs  and  resources  of  the  area;  and  (3)  which  took  into 
account  and  was  consistent  with  the  national  guidelines.  The  agency 
was  required  to  conduct  a  public  hearing  prior  to  establishing  the  HSP. 

As  an  adjunct  to  the  HSP,  the  agency  was  also  required  to  establish 
an  annual  implementation  plan  (AIP)  describing  objectives  to  achieve 
the  goals  of  the  HSP  and  priorities  among  these  objectives.  It  was  also 
required  to  develop  and  publish  specific  plans  and  projects  to  achieve 
these  objectives. 

In  implementing  its  HSP  and  AIP,  each  health  systems  agency  was 
required  to  perform  the  following  functions:  (1)  implement  plans  to 
the  extent  practicable  with  the  assistance  of  individuals  and  public 
and  private  entities  in  the  area;  (2)  provide,  in  accordance  with 
AIP  priorities,  technical  assistance  to  achieve  the  health  system  de- 
cribed  in  the  HSP;  and  (3)  in  accordance  with  AIP  priorities,  make 
grants  to  public  and  nonprofit  private  entities  and  enter  into  contracts 
with  individuals  and  public  and  nonprofit  private  entities  for  planning 
and  developing  projects  and  programs  to  achieve  the  health  system 
described  in  the  HSP.  Grants  and  contracts  for  such  purposes  were  to 
be  made  from  the  Area  Health  Services  Development  Fund,  and  could 
not  be  applied  toward  the  costs  incurred  in  delivering  health  services 
or  the  construction  or  modernization  of  facilities.  Grants  and  con- 
tracts were  limited  to  a  one  year  period  with  each  individual  or 
entity  eligible  for  a  maximum  of  two  awards  for  any  project  or 
program. 

Each  agency  was  required  to  coordinate  its  activities  with,  secure 
appropriate  data  from,  to  the  extent  practicable  provide  technical 
assistance  to,  and  enter  into  agreements  with  Professional  Standards 
Review  Organizations  (established  under  section  1152  of  the  Social 
Security  Act) ,  and  other  appropriate  general  or  special  purpose  regional 
planning  or  administrative  agencies  or  other  appropriate  entities. 

Each  HSA  was  given  responsibility  to  review  and  approve  or 
disapprove  the  proposed  uses  within  its  area  of  Federal  funds  under 
the  Public  Health  Service  Act,  the  Community  Mental  Health 


12 


Centers  Act,  and  the  Comprehensive  Alcohol  Abuse  and  Alcoholism 
Prevention,  Treatment,  and  Rehabilitation  Act  of  1970  for  grants, 
contracts,  loans  or  loan  guarantees  for  the  development,  expansion, 
or  support  of  health  resources.  Such  review  was  to  extend  to  Federal 
funds  made  available  by  the  State  from  an  allotment  to  the  State 
under  the  authorities  mentioned  above.  Review  of  funds  for  grants 
or  contracts  under  titles  IV,  VII,  or  VIII  of  the  PHS  Act  was  restricted 
to  projects  involving  development  of  health  resources  intended  for 
use  in  the  area  or  for  the  deliver}^  of  health  services.  The  HSA  was 
also  required  to  inform  Indian  tribes  of  the  availability  of  Federal 
funds;  however,  it  could  only  review  and  comment  on  the  proposed 
use  of  Federal  funds  located  within  certain  Indian  areas. 

The  Agency  was  given  60  days  to  make  any  required  review.  If 
an  agency  were  to  recommend  disapproval  of  proposed  expenditures, 
the  Secretary  could  not  make  funds  available  until  he  had  made, 
upon  request  of  the  entity  making  the  proposal,  a  review  of  the  agency 
decision.  In  reviewing  this  decision,  the  Secretary  was  to  give  the 
appropriate  State  health  planning  and  development  agency  (referred 
to  as  the  State  Agency)  opportunity  to  consider  the  decision  and  sub- 
mit its  comments  to  the  Secretary.  After  taking  these  comments  (if 
any)  into  consideration,  the  Secretary  could  decide  to  make  the 
Federal  funds  in  question  available  for  the  proposed  use.  Each  decision 
to  make  funds  available  despite  an  agency's  disapproval  was  to  be 
submitted  to  the  agency  and  the  State  Agency  together  with  a  detailed 
statement  of  the  reasons  for  the  decision. 

Each  health  systems  agency  was  required  to  review  and  make 
recommendations  to  the  State  Agency  respecting  the  need  for  new 
institutional  health  services.  These  findings  were  to  be  used  by  the 
State  Agency  in  making  findings  as  to  the  need  for  such  services. 

At  least  every  five  years,  each  health  systems  agency  was  required 
to  review  all  existing  institutional  health  services  and  make  recom- 
mendations to  the  State  Agency  respecting  the  appropriateness  in 
the  area  of  such  services.  After  consideration  of  these  recommenda- 
tions, and  a  review  of  all  existing  institutional  health  services  in  the 
State,  the  State  Agency  was  to  publicize  its  findings.  The  initial 
review  by  the  health  systems  agency  was  to  be  completed  within 
3  years  of  its  full  designation. 

Each  health  systems  agency  was  required  to  recommend  annually  to 
the  State  Agency  projects,  and  priorities  among  them,  for  the  modern- 
ization, construction,  and  conversion  of  medical  facilities  in  the  area 
designed  to  achieve  the  agency's  HSP  and  AIP  (sec.  1513). 

ASSISTANCE   TO   ENTITIES   DESIRING   TO   BE   DESIGNATED   AS  HEALTH 

SYSTEMS  AGENCIES 

The  Act  authorized  the  Secretary  to  provide  necessary  technical 
and  other  nonfinancial  assistance  to  nonprofit  private  entities  which 
had  the  potential  to  become  health  systems  agencies.  Such  assistance 
was  to  include  prototype  plans  of  organization  and  operation.  Entities 
eligible  for  assistance  included  existing  CHP  and  RMP  agencies 
(sec.  1514). 
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DESIGNATION  OF  HEALTH  SYSTEMS  AGENCIES 

The  Act  required  the  Secretary  to  enter  into  agreements  for  the 
designation  of  health  systems  agencies  at  the  earHest  date  practicable 
after  establishment  of  health  service  areas  but  no  later  than  July 
1976.  In  considering  applications  for  conditional  or  full  designation, 
the  Secretary  was  required  to  give  priority  to  applications  recom- 
mended for  approval  by  existing  areawide  CHP  agencies  or  RMPs 
in  the  area. 

The  Secretary  could  initially  enter  into  a  conditional  designation 
agreement  (not  to  exceed  2  years)  with  eligible  entities.  Prior  to 
entering  a  conditional  designation  agreement,  the  Secretary  was 
required  to  consult  with  the  Governor  of  each  State  in  which  the 
health  service  area  was  located  and  with  other  appropriate  State  and 
local  officials. 

During  the  period  of  conditional  designation,  the  Secretary  could 
require  that  the  HSA  meet  only  certain  organizational  and  operational 
requirements  and  perform  only  certain  limited  functions.  The  number 
and  type  of  requirements  and  functions  would  be  progressively 
increased,  so  that  by  the  end  of  the  period,  the  entity  could  be 
considered  for  full  designation. 

The  Secretary  could  enter  into  a  full  designation  agreement  with  an 
entity  once  he  determined  it  to  be  capable  of  fulfilling  the  full  range 
of  requirements  and  functions.  The  Governor  of  each  State  was  to  be 
consulted  regarding  the  proposed  final  designation  of  an  HSA  in  his 
State.  The  duration  of  a  full  designation  agreement  was  one  year.  The 
agreement  could  be  renewed  if  the  agency  was  performing  its  functions 
satisfactorily  and  continued  to  meet  the  organizational  and  operational 
requirements. 

Conditional  designation  agreements  could  be  terminated  upon  90 
days'  notice  by  either  the  Secretary  or  the  HSA.  Full  designation 
agreements  could  be  terminated  at  such  time  and  upon  such  notice 
by  either  party,  as  prescribed  by  regulations,  except  that  the  Secre- 
tary could  only  terminate  such  agreements  if  the  agency  was  not 
carrying  out  the  provisions  of  the  designation  agreement  (sec.  1515). 

PLANNING  GRANTS 

Each  agency  was  to  receive  planning  grants  for  compensation  of 
personnel,  data  collection,  planning,  and  performance  of  required 
functions.  Planning  grant  funds  could  also  be  used  to  assist  the  HSA 
in  performance  of  its  functions  but  could  not  be  used  for  the  develop- 
ment of  health  resources  or  delivery  of  health  services. 

The  amount  of  any  grant  to  a  conditionally  designated  health 
systems  agency  was  to  be  determined  by  the  Secretary.  The  amount 
of  a  grant  to  an  agency  under  full  designation  was  to  be  based  on  a  rate 
of  50  cents  per  capita,  up  to  $3.75  million.  In  addition,  the  Secretary 
was  authorized  to  match  locally  generated  funds  up  to  25  cents  per 
capita.  An  agency  could  not  accept  funds  for  matching  purposes  from 
any  individual  or  private  entity  having  a  financial,  fiduciary,  or  other 
direct  interest  in  the  development,  expansion,  or  support  of  health 
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resources  nor  could  such  contributions  have  conditions  attached  to 
their  use.  The  minimum  planning  grant  for  a  health  systems  agency 
under  either  a  conditional  or  full  designation  agreement  was  set  at 
$175,000. 

If  the  total  amount  of  grants  to  be  made  exceeded  the  total  amount 
actually  appropriated  for  planning  grants  for  a  particular  fiscal  year, 
the  amount  for  each  health  systems  agency  was  to  be  proportionately 
reduced.  Under  these  conditions,  no  agency  could  receive  less  than 
$175,000  unless  enough  money  had  not  been  appropriated  to  make 
even  this  minimum  level  grant  to  each  agency. 

The  law  authorized  $60  million  in  fiscal  year  1975,  $90  million  in 
fiscal  year  1976,  and  $125  million  in  fiscal  year  1977  (sec.  1516). 

DESIGNATION  OF  STATE  HEALTH  PLANNING  AND  DEVELOPMENT  AGENCIES 

Public  Law  93-641  provided  for  the  establishment  in  each  State  of 
a  State  health  planning  and  development  agency  (State  Agency) 
selected  by  the  Governor  and  designated  by  the  Secretary.  Prior  to 
designation  of  the  State  Agency,  each  State  w^as  to  submit  to  the 
Secretary  an  approved  State  administrative  program  containing 
assurances  satisfactory  to  the  Secretary  that  the  Agency  selected  by 
the  Governor  had  the  authority  and  resources  to  administer  the  State's 
administrative  program  and  to  conduct  the  requisite  health  planning 
and  development  functions. 

The  Secretary  could  initially  enter  into  a  conditional  designation 
agreement  (for  a  period  not  to  exceed  2  years)  with  the  Governor  of  a 
State.  Such  agreement  had  to  include  a  plan,  submitted  by  the  Gover- 
nor, for  the  orderly  assumption  of  required  functions.  During  the 
period  of  conditional  designation,  the  State  Agency  could  be  required 
to  perform  only  those  functions  the  Secretary  deemed  it  capable  of 
performing.  The  number  and  type  of  such  functions  would  be  pro- 
gressively increased  so  that  by  the  end  of  the  period  the  State  Agency 
could  be  considered  for  full  designation. 

The  Secretary  could  enter  a  final  designation  agreement  with  a 
Governor,  if  he  determined  the  agency  to  be  capable  of  fulfilling  the 
full  range  of  required  responsibilities. 

A  full  designation  agreement  was  to  be  for  a  one  year  period.  It 
could  be  renewed  if  the  State  Agency  was  fulfilling  its  responsibilities 
in  a  satisfactory  manner  and  if  the  State  administrative  program 
continued  to  meet  specified  requirements. 

Conditional  designation  agreements  could  be  terminated  upon 
ninety  days'  notice  by  either  the  Secretary  or  the  State  Agency.  Full 
designation  agreements  could  be  terminated  at  such  time  and  upon 
such  notice  by  either  party  as  prescribed  by  regulations,  except  that 
the  Secretary  could  only  terminate  such  agreements  if  the  State  Agency 
was  not  complying  with  or  effectively  carrying  out  the  terms  of  the 
agreement.  If  a  conditional  or  final  designation  agreement  was  ter- 
minated prior  to  its  expiration,  the  Secretary  could,  in  accordance 
with  the  requisite  procedures,  enter  into  another  agreement  with  the 
Governor  for  designation  of  a  State  Agency. 

If  a  designation  agreement  was  not  in  effect  by  October  1,  1980, 
the  Secretary  could  withhold  Federal  funds  (in  the  form  of  grants, 
loans,  loan  guarantees,  or  contracts)  under  the  PHS  Act,  the  Com- 
munity Mental  Health  Centers  Act,  or  the  Alcoholism  Act  for  the 
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development,  expansion,  or  support  of  health  resources  until  such 
time  as  an  agreement  was  in  effect  (sec.  1521). 

STATE  ADMINISTRATIVE  PROGRAM 

The  Secretary  could  not  enter  into  a  designation  agreement  with  the 
Governor  of  a  State  until  the  Governor  submitted  and  the  Secretary 
approved  a  State  administrative  program  for  the  performance  by  the 
State  agency  of  the  functions  prescribed  under  section  1523.  Prior  to 
submission,  the  Governor  was  to  afford  the  general  public  reasonable 
opportunity  for  a  presentation  of  views. 

The  law  required  the  State  to  meet  a  number  of  requirements 
designed  to  assure  the  effective  administration  of  the  program,  and 
the  Secretary  was  required  to  approve  any  State  program  which  met 
these  requirements.  He  was  further  required  to  conduct  annual  re- 
views of  the  operations  of  the  State  Program  (sec.  1522). 

STATE  HEALTH  PLANNING  AND  DEVELOPMENT  FUNCTIONS 

The  law  set  forth  the  following  functions  to  be  performed  by  the 
State  health  planning  and  development  agency  (or  its  designee,  in 
cases  where  these  functions  had  been  delegated  upon  request  of  the 
Governor  to  another  State  Agency  under  an  agreement  satisfactory 
to  the  secretary) : 

(1)  conduct  the  health  planning  activities  of  the  State  and  seek 
to  implement  appropriate  parts  of  the  State  health  plan  (prepared 
by  the  Statewide  Health  Coordinating  Council  (SHCC))  and  the 
plans  of  the  HSAs; 

(2)  prepare  and  revise  as  necessary,  but  at  least  annually,  a 
preliminary  State  health  plan  which  would  be  made  up  of  the 
HSP's  of  the  health  systems  agencies.  The  preliminary  State 
health  plan  was  to  be  submitted  to  the  SHCC  for  its  use  in  pre- 
paring the  State  health  plan; 

(3)  assist  the  SHCC  in  review  of  the  State  medical  facilities 
plan  required  under  the  new  title  XVI,  and  in  the  performance 
of  its  functions  generally; 

(4)  serve  as  the  designated  planning  agency  of  the  State  for 
the  purposes  of  section  1122  of  the  Social  Security  Act  in  those 
States  which  participate  in  the  1122  program,  and  administer 
the  State  certificate  of  need  program  which  would  apply  to  new 
institutional  services  proposed  to  be  offered  or  developed  in  the 
State ; 

(5)  make  findings  as  to  the  need  for  new  institutional  services 
proposed  to  be  offered  in  the  State  after  consideration  of  recom- 
mendations made  by  HSAs ;  and 

(6)  review  on  a  periodic  basis  (at  least  every  five  years) 
existing  institutional  health  services,  and  after  consideration  of 
recommendations  made  by  HSAs,  make  findings  public.  The 
review  had  to  be  completed  within  one  year  after  receiving 
recommendations  from  a  health  systems  agency. 

The  mandatory  certificate  of  need  program  (which  had  to  be  satis- 
factory to  the  Secretary)  was  to  provide  for  review  and  determination 
of  need  prior  to  the  time  services,  facilities,  and  organizations  were 
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oflFered  or  developed  or  substantial  expenditures  undertaken  in  prep- 
aration for  such  offering  or  development.  The  program  was  to  assure 
that  only  those  services  found  to  be  needed  would  actually  be  offered 
or  developed.  In  administering  the  State's  certificate  of  need  program 
and  serving  as  the  section  1122  planning  agency,  the  State  Agency 
was  to  consider  recommendations  of  the  health  systems  agencies. 

If  a  State  Agency  were  to  make  a  decision  in  carrying  out  its  re- 
view functions  which  was  inconsistent  with  the  recommendation  of 
a  health  systems  agency,  it  was  required  to  submit  a  detailed  state- 
ment to  such  agency  (sec.  1523). 

STATEWIDE  HEALTH  COORDINATING  COUNCIL 

The  law  provided  that  each  State  health  planning  and  development 
agency  would  be  advised  by  a  Statewide  Health  Coordinating  Council 
(SHCC).  The  SHCC  was  to  be  comprised  of  at  least  16  representatives 
appointed  by  the  Governor  from  lists  of  at  least  five  nominees  sub- 
mitted by  each  health  systems  agency  falling  in  whole  or  in  part 
within  the  State.  Each  Agency  was  entitled  to  at  least  two  representa- 
tives, and  each  agency  was  to  be  equally  represented.  At  least  half 
of  the  representatives  of  each  HSA  were  required  to  be  consumer 
representatives.  The  Governor  could  appoint  additional  repre- 
sentatives (at  least  half  of  whom  were  consumers)  who  could  con- 
stitute up  to  40  percent  of  the  total  membership.  At  least  one-third 
of  the  provider  members  had  to  be  direct  providers  of  health  care. 
An  appointee  of  the  Veterans'  Administration  was  to  serve  as  an  ex 
officio  member  in  States  with  two  or  more  VA  facilities.  The  SHCC 
was  required  to  select  its  own  Chairman,  hold  all  business  meetings 
in  public,  and  meet  at  least  four  times  a  year. 

The  SHCC  was  directed  to  review  annually  and  coordinate  the  HSP 
and  AIP  of  each  health  systems  agency  and  report  its  comments  to  the 
Secretary  for  purposes  of  his  review  of  the  budgets  and  performance 
of  health  systems  agencies  under  section  1535.  The  SHCC  was  also 
directed  to  prepare  and  review,  and  revise  as  necessary  (but  at  least 
annually),  the  State  health  plan,  using  the  preliminary  plan  pre- 
pared by  the  State  Agency  as  a  draft.  The  SHCC  was  to  conduct  a 
public  hearing  on  this  proposal  and  subsequently  prepare  the  final 
plan  including  any  necessary  revisions  to  the  HSP's  of  the  health 
systems  agencies.  Each  health  systems  agency  was  required  to  make 
available  its  HSP  for  integration  into  the  State  health  plan  and  to 
revise  such  HSP  as  required. 

The  SHCC  was  to  review  the  budget  of  each  health  systems  agency 
within  the  State  annually,  review  applications  by  HSAs  for  planning 
and  development  funds,  and  forward  its  comments  to  the  Secretary. 

In  addition,  the  SHCC  was  required  to  advise  the  State  Agency  on 
the  performance  of  its  functions  and  annually  review  and  approve  or 
disapprove  any  State  plan  and  any  application  submitted  to  the  Sec- 
retary as  a  condition  for  receipt  of  any  funds  under  allotments  made 
to  States  under  the  PHS  Act,  the  Community  Mental  Health  Centers 
Act,  and  the  Alcoholism  Act. 

If  a  SHCC  were  to  disapprove  an  application  for  Federal  funds,  the 
Secretary  could  not  make  such  funds  available  until  upon  request  of 
the  Governor  of  the  State,  he  completed  a  review  of  the  SHCC 
recommendations.  If  following  his  review,  the  Secretary  approved 
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the  application,  he  was  to  submit  a  detailed  statement  of  his  reasons 
to  the  SHCC  (sec.  1524). 

GRANTS  FOR  STATE  HEALTH  PLANNING  AND  DEVELOPMENT 

Each  designated  State  Agency  was  to  receive  a  grant  from  the 
Secretary  to  assist  it  in  meeting  for  up  to  75  percent  of  its  costs  of 
operation  during  the  period  for  which  the  grant  was  available  for 
obligation.  The  State  Agency  was  required  to  expend,  in  the  perform- 
ance of  its  prescribed  functions,  an  amount  from  non-Federal  sources 
equal  to  the  average  amount  spent  by  the  State  in  the  preceding 
three  years  for  similar  purposes. 

The  bill  authorized  $25  million  in  fiscal  year  1975,  $30  million  in 
fiscal  year  1976,  and  $35  million  in  fiscal  year  1977  (sec.  1525). 

GRANTS  FOR  RATE  REGULATION 

The  law  established  a  demonstration  program  to  determine  the 
effectiveness  of  rate  regulation.  Up  to  six  State  Agencies  under  a  final 
designation  agreement  could  receive  grants  if  they  were  currently 
regulating  rates  or  had  indicated  their  intent  to  regulate  rates  prior  to 
July  4,  1975.  State  Agencies  receiving  assistance  were  required  to 
provide  the  Secretary  with  a  current  budget,  set  forth  personnel 
criteria,  have  a  rate  regulation  staff  headed  by  a  Director,  provide 
for  necessary  methods  of  administration  and  perform  functions  in 
accord  with  procedures  established  which  they  had  and  published. 
The  State  Agency  was  to  estabUsh  a  procedure  whereby  it  would 
obtain  the  recommendation  of  the  appropriate  health  systems  agency 
prior  to  conducting  a  rate  review. 

The  Secretary,  in  prescribing  requirements  for  State  Agencies,  was 
required  to  consider  whether  the  Agencies  should:  (1)  permit  providers 
to  retain  savings  accruing  from  effective  management;  (2)  create 
incentives  for  economical  utilization  of  services;  (3)  document  the 
need  for  and  cost  implications  of  new  services;  and  (4)  employ  for 
each  class  or  type  of  provider  a  unit  for  determining  reimbursement 
rates  and  a  base  for  determining  rates  of  change  of  such  rates. 

Grants  for  rate  regulation  were  to  be  made  on  such  terms  and  con- 
ditions as  the  Secretary  prescribed.  A  grant  was  to  be  made  for  a  one 
year  period  with  a  maximum  of  three  such  grants  awarded  to  a  single 
State  Agency. 

Each  State  Agency  receiving  a  grant  was  required  to  make  an 
annua]  report  to  the  Secretary.  The  Secretary  was  then  to  report 
annually  to  Congress  on  the  effectiveness  of  rate  regulation. 

The  bill  authorized  $4  million  for  fiscal  year  1975,  $5  million  for 
fiscal  year  1976,  and  $6  million  for  fiscal  year  1977  (sec.  1526). 

GENERAL  PROVISIONS:  DEFINITIONS 

This  section  of  the  law  set  forth  definitions  of  terms  as  they  applied 
to  the  program  established  by  title  XV.  Included  were  definitions  of 
''State,"  ''Governor,"  "provider  of  health  care"  (including  both  direct 
and  indirect  providers  as  noted  earlier  in  section  1512),  "health 
resources,"  and  "institutional  health  services."  It  should  be  noted 
that  the  last  term  "institutional  health  services,"  was  defined  as 
services  provided  through  both  health  care  facilities  and  health 
maintenance  organizations  (sec.  1531). 
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PROCEDURES    AND    CRITERIA    FOR    REVIEWS    OF    PROPOSED  HEALTH 

SYSTEM  CHANGES 

In  reviewing  proposed  uses  of  Federal  funds  or  the  need  for  pro- 
posed or  existing  health  services,  each  health  systems  agency  (and 
each  State  Agency  in  performing  its  mandated  review  functions)  was 
required  to  follow  procedures  and  apply  criteria  developed  and  pub- 
lished by  it  in  accordance  with  regulations  issued  by  the  Secretary. 
Such  procedures  and  criteria  could  vary  according  to  the  purpose  for 
which  the  review  was  conducted  or  the  type  of  service  being  reviewed. 

The  law  specified  the  procedural  activities  which  must  be  performed 
during  reviews  and  enumerated  a  number  of  substantive  considera- 
tions which  were  to  be  taken  into  account.  Among  the  various  pro- 
cedural stipulations  were  the  following  requirements :  advance  written 
notification  to  affected  persons,  a  90-day  maximum  review  period, 
provision  for  written  findings  on  decisions,  notification  of  providers 
and  others  of  findings  made  in  the  course  of  review,  provision  for 
public  hearings  if  requested  by  affected  parties,  public  access  to  all 
written  materials  pertinent  to  review,  and  letters  of  intent  to  be  sub- 
mitted by  entities  proposing  projects  detailing  the  scope  and  nature 
of  projects. 

Criteria  for  review  were  to  include  consideration  of  at  least  the 
following:  relationship  of  health  services  under  review  to  the  applicable 
HSP  and  AIP;  long-range  development,  the  existing  health  care  sys- 
tem, and  the  plan  of  the  person  providing  or  proposing  such  services; 
the  need  of  the  population  for  such  services;  availability  of  less  costly 
or  more  effective  alternatives;  availability  of  resources;  special  needs 
and  circumstances  of  entities  providing  a  substantial  portion  of  their 
services  or  resources  to  individuals  not  residing  in  the  health  service 
area  (such  as  health  professions  schools,  multidisciplinary  clinics, 
specialty  centers,  etc.);  special  needs  and  circumstances  of  health 
maintenance  organizations;  and  for  construction  projects,  the  costs 
and  methods  of  proposed  construction  and  probable  impact  on  costs 
of  providing  health  services  (sec.  1532). 

TECHNICAL  ASSISTANCE  FOR   HEALTH   SYSTEMS   AGENCIES   AND  STATE 
HEALTH  PLANNING  AND  DEVELOPMENT  AGENCIES 

The  Secretary  was  required  to  provide  (directly  or  through  grants 
or  contracts)  technical  assistance  to  health  systems  agencies  and 
State  Agencies.  Such  assistance  was  to  include  specification  of  mini- 
mum data  needs;  planning  approaches,  policies  and  standards  con- 
sistent with  the  national  guidelines  for  health  planning  and  covering 
specified  national  health  priorities;  and  guidelines  for  organization 
and  operation  of  the  health  systems  agencies  and  State  Agencies. 

The  Secretary  was  directed  to  establish  a  national  health  planning 
information  center  (NHPIC)  to  support  health  planning  and  re- 
sources development  programs  and  to  provide  information. 

The  Secretary  was  to  establish  the  following  prior  to  January  4, 
1976:  a  uniform  system  for  calculating  the  aggregate  cost  of  operation 
and  the  aggregate  volume  of  services  provided  by  health  service 
institutions;  a  uniform  system  for  cost  accounting  and  calculating 
the  volume  of  such  services;  a  uniform  system  for  calculating  rates  to 
be  charged  to  health  insurers  and  other  health  institutions  payors 
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by  health  service  institutions;  a  classification  system  for  health  services 
institutions;  and  a  uniform  system  for  reporting  costs,  volume  of  serv- 
ices, and  rates  of  such  institutions  (sec.  1533). 

CENTERS  FOR  HEALTH  PLANNING 

The  law  provided  authority  for  the  creation  of  regional  centers  for 
health  planning  to  provide  technical  and  consulting  assistance  to 
HSAs  and  State  Agencies.  The  Secretary  was  to  make  grants  or 
contracts  to  public  or  private  nonprofit  entities  to  meet  the  costs  of 
planning  and  developing  such  centers.  To  the  extent  practicable,  at 
least  five  centers  were  to  be  in  operation  by  June  30,  1976.  Centers 
were  required  to  have  a  full-time  director  knowledgeable  in  health 
planning  and  resources  development  and  additional  professional  staff 
representing  a  diversity  of  relevant  disciplines.  Centers  could  arrange 
with  HSA's  and  State  Agencies  to  provide  necessary  services  and 
were  required  to  disseminate  to  them  the  planning  approaches,  method- 
ologies, policies,  and  standards  they  developed. 

The  law  authorized  $5  million  for  fiscal  year  1975,  $8  million  for 
fiscal  year  1976,  and  $10  million  for  fiscal  year  1977  (sec.  1534). 

REVIEW  BY  THE  SECRETARY 

The  law  required  the  Secretary  to  review  and  approve  or  disapprove 
(after  considering  of  the  comments  of  the  SHCC)  the  annual  budget 
of  each  designated  health  systems  agency. 

The  Secretary  was  directed  to  establish  performance  standards 
covering  the  structure,  operation,  and  performance  of  required  func- 
tions of  each  health  systems  agency  and  each  State  Agency.  A  reporting 
system  based  on  these  performance  standards  was  mandated  to  allow 
for  continuous  review.  At  least  every  three  years,  the  Secretary  was  to 
review  in  detail  the  structure,  operation,  and  performance  of  each 
HSA  and  each  State  Agency.  The  review  was  to  include  a  determina- 
tion of  whether  the  requirements  of  law  had  been  met;  the  adequacy 
of  the  appropriate  health  plan;  the  professional  credentials  and  com- 
petence of  the  staff ;  and  the  extent  to  which  improvements  had  been 
made  in  health  status  and  health  delivery  and  the  extent  to  which 
cost  increases  had  been  restrained.  The  review  of  a  health  systems 
agency  was  also  to  include  a  determination  of  the  representative 
character  of  the  governing  body,  the  appropriateness  of  data  assembled 
and  quality  of  its  analysis,  and  extent  to  which  technical  and  financial 
assistance  provided  the  agency  had  been  utilized  in  an  effective 
manner.  The  review  of  State  Agency  operations  was  also  to  include  a 
performance  review  of  the  SHCC  and  a  determination  of  the  extent 
to  which  financial  assistance  provided  under  the  new  health  resources 
development  program  (title  XVI)  had  been  used  effectively  to  achieve 
the  State's  health  plan  (sec.  1535). 

SPECIAL  PROVISIONS  FOR  CERTAIN  STATES  AND  TERRITORIES 

Any  State  which  had  successfully  operated  a  statewide  health 
planning  system  which  substantially  complied  with  the  purposes  of 
the  Act  and  which  had  no  county  or  municipal  public  health  insti- 
tutions or  departments  could  apply  for  a  waiver  from  the  require- 
ments to  establish  health  service  areas  and  health  systems  agencies.  The 
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State  Agency  could  perform  the  prescribed  functions  and  be  eligible 
for  planning  and  development  grants.  The  Governor  was  to  appoint 
the  members  of  the  SHCC  in  accordance  with  regulations  issued  by 
the  Secretary. 

The  statute  specifically  provided  for  the  inclusion  of  the  Virgin 
Islands,  Guam,  the  Trust  Territories  in  the  Pacific  Islands,  and 
American  Samoa  under  this  provision  (sec.  1536). 

HEALTH  KESOURCES  DEVELOPMENT:  PURPOSE 

Public  Law  93-641  added  a  new  title  XVI,  ''Health  Resources 
Development'^  to  the  Public  Health  Service  Act.  The  new  title  pro- 
vided Federal  assistance  for  construction  and  modernization  projects 
for  specified  purposes  and  authorizes  grants  to  health  systems  agen- 
cies for  establishment  and  maintenance  of  Area  Health  Services 
Development  Funds. 

Federal  assistance  through  allotments,  loans,  and  loan  guaran- 
tees (including  interest  subsidies)  was  provided  for  projects  for:  (1) 
modernization  of  medical  facilities;  (2)  construction  of  new  outpatient 
medical  facilities;  (3)  construction  of  new  inpatient  medical  facilities 
in  areas  (as  determined  under  the  Secretary's  regulations)  which  had 
experienced  recent  rapid  population  growth;  and  (4)  conversion  of 
existing  medical  facilities  for  the  provision  of  new  health  services. 

In  addition,  the  measure  authorized  special  project  grants  for 
projects  designed  to  prevent  or  eliminate  safety  hazards  in  medical 
facilities  or  to  avoid  noncompliance  by  such  facilities  with  licensure 
or  accreditation  standards  (sec.  1601). 

GENERAL  REGULATIONS 

The  Secretary  was  required  to  issue  regulations  prescribing  the 
general  manner  in  which  the  State  Agency  would  set  priorities  among 
projects  based  on  the  relative  needs  of  different  areas  and  special 
considerations  defined  in  law.  He  was  also  required  to  prescribe: 

(1)  general  standards  of  construction,  modernization,  and  equipment; 

(2)  criteria  for  determining  the  need  for  facilities  and  beds  and  needs  for 
modernization  of  facilities;  (3)  requirements  that  each  State  medical 
facilities  plan  provide  adequate  medical  facilities  for  all  State  resi- 
dents and  facilities  for  the  provision  of  services  to  persons  unable  to 
pay  therefor;  and  (4)  the  general  manner  in  which  an  entity  receiving 
assistance  would  be  required  to  comply  with  required  assurances  and 
demonstrate  compliance. 

Such  entities  were  required  to  submit  periodically  to  the  Secretary 
data  and  information  which  reasonably  supported  the  entity's  com- 
pliance (sec.  1602). 

STATE  MEDICAL  FACILITIES  PLAN 

Before  any  application  for  Federal  assistance  under  title  XVI 
(except  for  special  project  grants)  could  be  approved,  the  State 
Agency  would  have  to  submit  (and  have  approved  by  the  Secretary) 
a  State  medical  facilities  plan  which  had  been  reviewed  and  approved 
by  the  SHCC.  It  was  to  set  forth  an  assessment  of  need  for  inpatient 
and  outpatient  services  and  facilities  and  need  for  modernization 
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or  conversion  of  existing  facilities,  based  on  a  State-wide  inventory 
of  existing  facilities,  a  survey  of  need,  and  plans  of  health  system 
agencies;  a  program  of  assistance  indicating  type  of  assistance  which 
should  be  provided  each  project,  and  priorities  among  those  projects. 
The  Secretary  was  required  to  approve  the  plan  if:  (1)  it  contained  the 
items  prescribed  by  law;  and  (2)  the  State  Agency  (as  determined  by 
his  review)  was  organized  and  operated  and  performing  the  functions 
prescribed  under  title  XV. 

The  State  Agency  was  entitled  to  a  hearing  if  any  plan  or  modifica- 
tion thereof  was  disapproved  by  the  Secretary  for  failure  to  comply 
with  the  requirements  of  law  (sec.  1603). 


Receipt  of  Federal  project  assistance  was  contingent  upon  submis- 
sion of  an  application  to  the  Secretary  through  the  State  Agency. 
The  applicant  could  be  a  State,  political  subdivision  of  a  State  or 
other  public  entity,  a  nonprofit  private  entity,  or  a  combination  of  such 
entities.  Applications  for  special  project  grants  were  to  be  submitted 
directly  to  the  Secretary  by  a  State  or  political  subdivision  of  a  State. 
Each  application  was  to  be  reviewed  by  the  appropriate  health  systems 
agency  in  accordance  with  requirements  for  review  of  proposed  use  of 
Federal  funds. 

Among  the  items  to  be  included  in  the  application  were  the  follow- 
ing: a  finding  of  need  by  the  State  Agency,  description  of  the  project 
site,  reasonable  assurance  that  adequate  financial  support  would  be 
available  for  project  completion  and  subsequent  operation,  certifica- 
tion of  the  Federal  share  for  the  project  (except  for  special  project 
grants),  and  assurances  regarding  compliance  with  labor  standards. 
Applications  for  consturction  or  modernization  of  an  outpatient 
faciltiy  were  to  contain  assurances  that  general  hospital  services  will 
be  available  for  patients  requiring  such  care.  All  applications  were  also 
to  provide  reasonable  assurances  that:  (1)  the  facility  or  portion 
thereof  receiving  assistance  would  be  available  to  all  persons  residing 
or  employed  in  the  area,  and  (2)  there  would  be  made  available  in 
such  facility  or  portion  thereof  a  reasonable  volume  of  services  (as 


feasibility)  for  persons  unable  to  pay  for  them. 

The  law  included  special  provisions  in  the  case  of  an  application 
for  a  modernization  project  for  an  outpatient  facility  which  would 
provide  general  purpose  health  services,  which  was  not  part  of  a 
hospital,  which  would  serve  a  medically  underserved  population,  and 
for  which  not  more  than  $20,000  was  sought  for  allotments  or  loans. 
For  such  projects  the  Secretary  could  waive  requirements  respecting 
modernization  and  equipment  standards  and  title  to  project  site. 

The  Secretary  was  required  to  approve  a  project  application  for 
allotments  or  loans  or  loan  guarantees  if  the  application  was  con- 
formed with  the  State  medical  facilities  plan,  had  been  recommended 
and  approved  by  the  State  Agency,  was  entitled  to  priority  over  other 
projects  in  the  State  (as  determined  in  accordance  with  the  medical 
facilities  plan)  and  contained  the  necessary  assurances. 

No  project  application  for  an  allotment,  loan  or  a  loan  guarantee 
could  be  disapproved  until  the  State  Agency  had  been  afforded  an 
opportunity  for  a  hearing  (sec.  1604). 


APPROVAL  OF  PROJECTS 


determined  by  the  Secretary 


consideration  financial 
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ALLOTMENTS 

Allotments  among  the  States  for  project  money  were  to  be  made  by 
the  Secretary  each  fiscal  year  on  the  basis  of  population,  financial 
need,  and  need  for  medical  facilities  projects  of  the  respective  States. 
The  minimum  allotment  for  any  State  was  set  at  $1  million,  except 
that  the  minimum  allotment  for  Guam,  American  Samoa,  the  Virgin 
Islands  and  the  Trust  Territory  of  the  Pacific  Islands  was  to  be  $500,- 
000.  If  the  total  amount  appropriated  in  any  fiscal  year  was  insuf- 
ficient to  make  the  specified  minimum  allotments,  the  amount  for 
all  States  would  be  proportionately  reduced.  Allotments  were  to  re- 
main available  for  obligation  for  three  fiscal  years  except  that  the 
Secretary  was  authorized  to  reallot  unobligated  allotments  to  other 
States  at  the  end  of  the  second  fiscal  year  after  the  allotment  was  made. 
Such  reallotment  monies  were  to  be  in  addition  to  amounts  allotted 
to  the  State  during  the  period  (sec.  1610). 

PAYMENTS  FROM  ALLOTMENTS 

The  Secretary  was  required  to  make  payments  to  a  State  from 
its  applicable  allotment  for  any  approved  project  if  the  State  Agency 
certified  (on  the  basis  of  its  inspection)  that  in  accordance  with  ap- 
proved plans  and  specifications,  work  had  been  performed  or  purchases 
made  and  that  payment  was  due. 

If  an  amendment  to  an  application  was  approved  or  the  cost  esti- 
mate was  revised  upward,  additional  payments  could  be  made  from 
the  State's  allotment.  In  no  case  could  the  total  payments  under 
allotments  exceed  the  Federal  share  (generally  not  to  exceed  two- 
thirds  of  project  costs)  for  the  project.  No  more  than  twenty  percent 
of  a  State's  allotment  could  be  obligated  for  construction  of  new  in- 
patient facilities.  Not  less  than  25  percent  of  such  allotment  could 
be  used  for  outpatient  facilities  which  would  serve  medically  under- 
served  areas;  the  Secretary  was  to  seek  to  assure  that  these  funds 
were  equally  divided  between  urban  and  rural  areas  (sec.  1611). 

WITHHOLDING  OF  PAYMENTS  AND  OTHER  COMPLIANCE  ACTIONS 

The  Secretary  was  authorized  (after  reasonable  notice  and  oppor- 
tunity for  a  hearing  to  the  State  Agency)  to  withhold  payments  under 
allotments  if  he  found  that:  (1)  the  State  Agency  was  not  in  substan- 
tial compliance  with  items  required  to  be  included  in  the  State  medical 
facilities  plan;  (2)  requisite  assurance  for  an  application  was  not  or 
could  not  be  carried  out;  (3)  there  was  substantial  failure  to  carry  out 
the  project  plans  and  specifications.  Under  these  circumstances  he 
could  withhold  payments  in  whole  or  in  part  from  specific  projects  or 
all  projects  in  the  State  for  which  the  finding  was  made. 

The  Secretary  was  periodically  required  to  ascertain  compliance  by 
each  entity  receiving  assistance.  If  he  found  an  entity  out  of  com- 
pliance, he  could  withhold  funds  or  take  other  actions  authorized  by 
law  which  would  effect  compliance.  A  compliance  action  could  be 
brought  by  a  person  other  than  the  Secretary  only  if  the  Secretary 
had  dismissed  the  complaint  or  the  Attorney  General  had  not  taken 
action  within  6  months  after  the  complaint  was  filed  (sec.  1612). 


23 


AUTHORIZATION  OF  APPROPRIATIONS 

Public  Law  93-641  authorized  appropriations  for  allotments  of 
$125  million  in  fiscal  year  1975,  $130  million  in  fiscal  year  1976  and 
$135  million  in  fiscal  year  1977.  Twenty-two  percent  of  appropriated 
funds  were  earmarked  for  project  grants  authorized  under  Section 
1625  (sec.  1613). 

AUTHORITY  FOR  LOANS  AND  LOAN  GUARANTEES 

The  Secretary  was  authorized  for  each  of  fiscal  years  1975,  1976,  and 
1977  to  make  loans  to  pay  the  Federal  share  (generally  not  to  exceed  90 
percent)  of  the  cost  of  approved  projects  and  to  guarantee  loans  made 
by  non-Federal  lenders  or  the  Federal  Financing  Bank  to  nonprofit 
private  entities  for  such  projects.  In  the  case  of  a  guaranteed  loan,  the 
Secretary  was  to  pay  interest  subsidies  in  an  amount  suflBicient  to  re- 
duce the  effective  annual  interest  rate  by  three  percentage  points.  The 
cumulative  total  of  principal  on  outstanding  guaranteed  loans  could 
not  exceed  limitations  specified  in.  appropriation  Acts.  The  Secretary, 
with  the  consent  of  the  Secretary  of  the  Department  of  Housing  and 
Urban  Development  (HUD),  was  to  obtain  such  assistance  from 
HUD  as  needed  to  administer  the  program  (sec.  1620). 

ALLOCATION  AMONG  THE  STATES 

For  each  fiscal  year,  the  total  amount  of  principal  of  guaranteed 
and  direct  loans  was  to  be  allocated  by  the  Secretary  among  the  States 
(in  accordance  with  regulations)  on  the  basis  of  population,  financial 
need  and  need  for  medical  facilities.  Allotments  to  States  were  to 
remain  available  for  obligation  for  three  fiscal  years;  if  the  Secretary 
determined  at  the  close  of  the  second  year  that  an  amount  would  not 
be  obligated  during  the  period,  he  could  reallot  such  amounts  among 
the  States  (sec.  1621). 

GENERAL   PROVISIONS   RELATING   TO   LOAN   GUARANTEES   AND  LOANS 

The  law  enumerated  requirements  including  general  financing 
arrangements  and  conditions  applicable  for  loans  and  loan  guarantees. 
Loan  guarantees  could  not  be  made  if  the  interest  rate  exceeded  the 
prevailing  rate  or  if  the  loan  would  otherwise  be  available  on  reason- 
able terms  and  conditions.  Direct  loans  could  not  be  made  unless  the 
Secretary  was  reasonably  satisfied  that  the  applicant  would  be  able 
to  meet  the  payments  and  obtain  additional  funds  necessary  to  com- 
plete the  project.  The  interest  rate  on  such  direct  loans  was  to  be  the 
current  prevailing  interest  rate  minus  three  percentage  points. 

The  Act  established  a  loan  and  loan  guarantee  fund  in  the  Treasury 
and  authorized  appropriations  from  time  to  time  of  such  amounts  as 
would  be  necessary  to  provide  sums  required  for  the  fund.  To  provide 
additional  capitalization  for  the  fund,  the  law  authorized  appropria- 
tions to  the  fund  of  such  sums  as  would  be  necessary  for  the  fiscal 
years  1975,  1976,  and  1977  (sec.  1622). 
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PROJECT  GRANTS 

The  Secretary  was  authorized  to  make  grants  for  construction  or 
modernization  projects  designed  to:  (1)  eliminate  or  prevent  imminent 
safety  hazards  as  defined  by  Federal,  State  or  local  fire,  building  or 
life  safety  codes  or  regulations ;  or  (2)  avoid  noncompliance  with  State 
or  voluntary  licensure  or  accreditation  standards. 

Project  grants  could  be  made  only  to  a  State  or  political  subdivision 
(including  any  city,  town,  county,  borough,  hospital  district  authority, 
or  public  or  quasi-public  corporation)  for  a  project  for  a  medical 
facility  owned  or  operated  by  it.  Grant  applications  were  to  contain 
assurances  that  the  applicant  would  not  otherwise  be  able  to  com- 
plete the  project. 

The  amount  of  any  grant  could  not  exceed  75  percent  of  total 
project  cost  except  in  urban  or  rural  poverty  areas  where  the  grant 
could  cover  up  to  100  percent  of  the  cost.  The  Act  required  that  22 
percent  of  the  funds  appropriated  for  allotments  under  section  1613 
would  be  earmarked  for  such  project  grants  (sec.  1625). 

JUDICIAL  REVIEW 

The  law  provided  for  appeal  in  the  appropriate  U.S.  court  of  appeals 
by  a  State  health  planning  and  development  agency  in  the  case  of 
a  disapproved  project  application,  or  by  a  State  dissatisfied  with, 
or  an  entity  which  would  be  adversely  affected  by,  the  Secretary's 
decision  to  withhold  payments  or  take  other  compliance  action 
(sec.  1630). 

RECOVERY 

The  law  provided  for  the  recovery  by  the  U.S.  of  its  proportionate 
share  of  current  value  of  any  facility  receiving  assistance  under  this 
program,  if  at  any  time  within  20  years  after  completion  of  construc- 
tion, modernization  or  conversion,  the  facility  was  sold  or  transferred 
to  any  person  or  entity  not  qualified  to  be  an  applicant  under  the 
program  or  not  approved  by  the  State  Agency  as  a  transferee;  or 
the  facility  ceased  to  be  a  medical  facility  unless  the  Secretary  deter- 
mined there  was  good  cause  for  such  termination. 

The  Secretary  could  waive  recovery  rights  under  certain  conditions 
(sec.  1631). 

STATE  CONTROL  OF  OPERATIONS 

The  law  prohibited  Federal  employees  from  exercising  any  super- 
vision or  control  over  the  administration,  personnel,  maintenance, 
or  operation  of  any  facility  assisted  under  the  program  (sec.  1632) . 

DEFINITIONS 

The  law  defined  terms  used  under  title  XVI  (sec.  1633). 

FINANCIAL  statements;  RECORDS  AND  AUDIT 

Entities  assisted  under  the  program  were  required  to  keep  records 
and  file  annual  statements  respecting  the  financial  operations  of  the 
facility  and  the  costs  to  the  facility  and  charges  made  by  the  facility 
for  the  provision  of  health  services  with  the  Secretary.  The  Secretary 


25 


and  Comptroller  General  were  permitted  access  to  records  for  the 
purpose  of  audit.  Entities  receiving  assistance  (other  than  project 
grants)  were  further  required  to  file  a  similar  statement  with  the 
revelant  State  Agency  (sec.  1634). 

TECHNICAL  ASSISTANCE 

The  Secretary  was  required  to  provide  technical  and  other  non- 
financial  assistance  to  entities  necessary  to  assist  them  in  developing 
applications  for  assistance.  He  was  also  to  make  every  effort  to  inform 
eligible  applicants  of  the  availability  of  such  assistance  (sec.  1635) . 

DEVELOPMENT    GRANTS    FOR   AREA   HEALTH    SERVICES  DEVELOPMENT 

FUNDS 

The  Secretary  was  required  to  make  an  area  health  services  develop- 
ment grant  in  each  fiscal  year  to  each  health  systems  agency  which: 
(1)  had  in  effect  a  full  designation  agreement;  (2)  had  in  effect  an 
HSP  and  AIP  reviewed  by  the  SHCC;  and  (3)  was  organized  and 
operated  in  the  prescribed  manner  and  performing  its  required  func- 
tions. 

This  grant  was  to  enable  the  agency  to  establish  an  Area  Health 
Service  Development  Fund  from  which  it  could  make  grants  and 
contracts  for  projects  to  achieve  the  health  system  described  in  the 
HSP. 

The  amount  of  the  development  grant  (up  to  a  maximum  of  $1 
per  capita  of  the  area)  was  to  be  determined  by  the  Secretary  after 
taking  into  consideration  the  area's  population,  family  income,  and 
supply  of  health  services.  No  grant  could  be  made  to  an  agency  unless 
it  had  submitted  an  approved  application. 

The  law  authorized  $25  million  for  fiscal  year  1975,  $75  million  for 
fiscal  year  1976  and  $120  million  for  fiscal  year  1977  (sec.  1640). 

RECENT  LEGISLATIVE  HISTORY 

The  original  authorities  for  titles  XV  and  XVI  of  the  Public  Health 
Service  Act  as  provided  by  Public  Law  93-641  were  due  to  expire  at 
the  end  of  fiscal  year  1977.  Because  the  Congressional  budget  process 
required  that  Committee  consideration  of  legislation  providing  budg- 
etary authorizations  for  fiscal  year  1978  be  completed  by  May  15, 
1977,  was  not  afforded  the  new  administration  sufficient  time  to 
review  the  planning  law  and  programs  and  prepare  their  own  policy 
positions  and  proposals  with  respect  to  it.  Thus,  a  one  year  simple 
extension  was  enacted  (Public  Law  95-83)  to  permit  HEW  an  op- 
portunity to  conduct  a  thorough  review  of  these  programs  and  to 
permit  Congress  with  an  opportunity  to  review  the  program  in 
anticipation  of  substantive  consideration  of  the  law  prior  to  the 
May  15,  1978  reporting  deadline. 

Aside  from  the  one-year  extension  of  authorizations  provided  under 
Public  Law  95-83,  no  significant  amendments  have  been  made  to  the 
health  planning  and  resources  development  program  since  its  enact- 
ment in  1974.  However,  action  was  taken  by  Congress  to  enable 
HEW  to  extend  conditional  designation  agreements  for  health  systems 
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agencies  (HSAs)  and  State  Health  Planning  and  Development 
Agencies  (SHPDAs)  from  the  24  month  period  specified  in  Public  Law 
93-641  to  a  period  of  up  to  36  months.  These  provisions  were  con- 
tained in  amendments  to  the  Health  Professions  Education  Amend- 
ments of  1977  (PubHc  Law  95-215). 

During  the  first  24  months  of  conditional  designation,  only  a  hand- 
ful of  HSAs  and  SHPDAs  had  been  able  to  comply  with  requirements 
for  full  designation.  It  was  recognized  that,  without  the  provisions 
contained  in  Public  Law  95-215,  conditional  designation  agreements 
for  most  of  the  existing  HSAs  and  SHPDAs  would  have  expired 
before  Congress  could  take  up  consideration  of  substantive  changes 
in  the  law.  To  avoid  disrupting  the  efforts  which  had  been  made 
toward  developing  the  health  planning  systems,  the  Committee  felt 
that  a  12-month  extension  in  conditional  designation  agreements  was 
warranted  if  the  Secretary  determined  that  unusual  circumstances 
had  prevented  a  health  planning  entities  from  qualifying  for  full  designa- 
tion. The  Committee  stipulated,  however,  that  this  amendment  was 
not  to  be  used  simply  to  allow  a  marginal  HSA  another  year  of 
funding.  The  Secretary  was  directed  to  determine  that  the  additional 
year  would  in  all  likelihood  enable  the  HSA  to  qualify  for  full 
designation. 

VI.  Progress  in  the  Implementation  of  Public  Law  93-641 

As  noted  earlier  in  the  report.  Public  Law  93-641  instituted  the 
development  of  a  major  new  system  of  institutions  responsible  for 
planning  the  Nation's  health  care  system.  In  the  intervening  years, 
progress  has  been  made  in  the  development  of  this  system.  The 
Committee  feels  that  the  basic  structure  put  in  place  by  Public  Law 
93-641  is  sound,  although,  implementation  of  the  law  has  not  been 
without  problems  or  controversy.  The  following  discussion  makes 
brief  mention  of  the  relevant  sections  of  the  law  described  earlier  in 
the  report  and  reviews  some  of  the  progress  which  has  been  made 
and  the  issues  which  have  arisen  since  enactment. 

NATIONAL  GUIDELINES  FOR  HEALTH  PLANNING 

Section  1501  of  the  Act  requires  the  Secretary  to  issue  National 
Guidelines,  by  regulation,  concerning  national  health  planning  policy. 
The  purpose  of  the  guidelines  is  to  help  clarify  and  coordinate  national 
health  policy  and  to  assist  HSAs  in  developing  required  health  sys- 
tems plans.  An  agency  is  to  examine  the  relationship  between  its 
area's  experience  and  the  national  goals  and  standards  and  reflect 
the  national  priorities  in  the  area's  health  plans.  Agencies  will,  of 
course,  also  deal  with  important  local  problems  which  are  not  addressed 
in  the  national  guidelines. 

As  noted  in  the  conference  report  (H.  Kept.  95-500)  which  accom- 
panied the  one  year  extension  of  the  Act  (P.L.  95-83),  considerable 
delay  had  been  experienced  in  issuing  the  guidelines,  which  were  to 
have  been  published  by  July  4,  1976.  The  committee  urged  that 
early  and  aggressive  efforts  on  the  part  of  the  new  administration  be 
taken  to  complete  the  necessary  work  on  the  guidelines. 
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On  September  23,  1977,  the  Secretary  published  a  notice  of  proposed 
rulemaking  proposing  an  initial  set  of  national  guidelines  pertaining 
to  general  hospital  beds;  obstetrical,  pediatric,  and  neonatal  special 
care  units;  open  heart  surgery  and  cardiac  catheterization  units; 
radiation  therapy;  computed  tomographic  scanners;  and  end-stage 
renal  disease.  In  publishing  the  initial  set  of  guidelines,  the  Depart- 
ment chose  to  focus  on  a  limited  number  of  issues  relating  to  hospital 
resources  that  were  felt  to  present  important  short-term  opportunities 
for  the  containment  of  costs  and  the  enhancement  of  the  quality  of 
care.  The  Department  noted  that  this  initial  set  of  guidelines  repre- 
sented the  first  segment  of  what  was  to  become  a  rational,  compre- 
hensive set  of  health  planning  goals  and  standards,  addressing  such 
issues  as  cost  containment,  access  to  care,  availability  and  distribution 
of  health  care  resources,  quality  of  care  and  health  status.  The  Depart- 
ment noted  that  regulations  respecting  areas  not  addressed  in  the 
initial  set  of  guidelines  would  be  proposed  in  the  near  future. 

During  the  public  comment  period  on  the  proposed  guidelines, 
more  than  55,000  communications  were  received  by  the  Department. 
By  and  large,  those  comments  were  highly  critical  of  both  the  sub- 
stance of  the  guidelines  and  the  process  by  which  they  had  been 
developed.  Dissatisfaction  focused  primarily  on  the  following  areas: 
(1)  degree  of  local  control  over  health  planning  decisions,  (2)  potential 
impact  on  rural  areas  with  many  small  community  facilities,  (3)  scope 
and  emphasis  of  the  guidelines,  (4)  the  unintentional  impetus  given 
to  unnecessary  utilization,  (5)  premature  issuance  without  sufficient 
outside  consultation,  (6)  confusion  over  the  role  of  HSAs  in  closure 
of  noncompliant  facilities,  (7)  potential  for  impairment  of  educational 
programs  conducted  by  certain  institutions,  and  (8)  failure  to  address 
the  question  of  services  provided  through  Federal  health  care  facilities. 

Public  response  to  the  initial  guidelines  was  overwhelming.  Some 
congressional  offices  reported  receiving  as  many  as  10,000  to  12,000 
letters.  At  oversight  hearings  held  on  October  19,  1977,  several  mem- 
bers of  this  Committee  expressed  their  concerns  to  Departmental 
spokesmen.  On  November  30,  HEW  Secretary  Calif ano  responded  by 
sending  a  letter  to  Members  of  Congress  clarifying  the  intent  of  the 
proposed  guidelines  and  responding  to  issues  raised  in  the  public 
comments.  Among  other  things,  he  noted  that  neither  the  Act  nor  the 
guidelines  authorized  an  HSA  or  State  Agency,  or  the  Secretary  to 
close  existing  hospitals  or  hospital  services.  He  agreed  to  clarify  and 
broaden  the  exceptions  applicable  to  rural  and  community  facilities 
and  the  standards  proposed  for  obstetrical  units.  He  also  emphasized 
that  nothing  in  the  Act  or  the  guidelines  was  intended  to  take  health 
planning  decisions  concerning  individual  facilities  out  of  local  and 
State  hands. 

On  December  6,  1977,  the  House  unanimously  passed  a  resolution 
asking  the  Department  to  allow  areas  with  rural  hospitals  to  deviate 
from  the  guidelines.  A  letter  to  HEW  Secretary  Califano  signed  by 
about  half  the  Members  of  the  Senate  contained  a  similar  message. 

On  January  20,  1978,  a  revised  version  of  the  Guidelines  was 
published  as  a  Notice  of  Proposed  Rulemaking.  In  view  of  the  wide- 
spread interest  in  this  material,  the  Secretary  decided  it  would  be 
desirable  to  provide  an  additional  30-day  period  for  public  review  and 
comment.  During  the  second  comment  period,  about  900  letters 
were  received,  including  over  1700  individual  comments.  During  the  first 
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comment  period,  a  series  of  five  public  meetings  had  been  held  by 
the  Department,  during  which  individuals  from  the  fields  of  medicine 
and  health  administration  and  representatives  of  consumer  interests 
were  actively  consulted.  Comments  and  recommendations  had  also 
been  received  as  the  result  of  the  Department's  direct  request  for 
the  views  of  all  State  and  local  health  planning  agencies  and  numerous 
professional  and  consumer  groups.  Many  other  suggestions  were  made 
by  this  Committee  during  its  public  oversight  hearings  in  October 
and  by  individual  Members  of  Congress.  In  revising  the  initial  set 
of  guidelines,  efforts  were  made  to  document  sources  of  material  used  in 
developing  the  standards,  such  as  material  obtained  from  the  Institute 
of  Medicine,  the  Office  of  Technology  Assessment  and  many  national 
professional  associations  and  organizations  involved  in  setting  stand- 
ards for  medical  care. 

HEW's  revised  set  of  proposed  standards  left  intact  the  proposed 
general  hospital  bed  ratio  of  four  beds  per  1,000  population  and  the 
minimum  average  annual  hospital  occupancy  rate  of  80  percent  within 
a  health  service  area.  However,  the  revised  Guidelines  contained  a 
number  of  revisions  to  take  further  account  of  the  special  conditions 
and  needs  of  rural  areas  and  emphasized  the  responsibility  of  HSAs 
to  make  adjustments  to  take  these  into  account.  The  new  draft  relaxed 
the  numerical  standards  for  rural  and  small  town  hospitals  by  broaden- 
ing the  exceptions  which  could  be  considered  by  HSAs  when  applying 
standards.  In  particular,  the  revised  guidelines  permitted  deviations 
from  the  bed  ratio  and  occupancy  standards  if  distance  to  sources  of 
hospital  care  exceeded  a  travel  time  factor  of  30  minutes  (the  original 
standards  had  set  45  minutes)  and  if  the  area's  elderly  population 
exceeded  20  percent  of  the  national  average. 

Standards  in  a  number  of  other  areas  were  also  eased,  in  particular 
those  pertaining  to  obstetrical  services  and  CAT  scanners.  The  earlier 
figures  had  called  for  2,000  deliveries  annually  in  a  metropolitan  area 
and  at  least  500  in  rural  areas.  The  revised  Guidelines  dropped  all 
mention  of  numerical  standards  for  deliveries,  hospitals  providing 
care  for  complicated  obstetrical  problems  which  were  required  to 
have  at  least  1,500  deliveries  per  year.  The  new  draft  did  retain  its 
earlier  figure  for  average  annual  occupancy  rates  of  at  least  75  percent 
in  each  obstetrical  unit  with  more  than  1,000  births  per  year. 

Numerical  standards  for  computerized  axial  tomography  (CAT) 
scanners  were  changed  significantly  from  a  previous  level  of  4,000 
scan  procedures  annually  to  a  level  of  at  least  2,500  ''medically  neces- 
sary" procedures.  The  number  of  scans  required  before  another  unit 
could  be  approved  for  acquisition  remained,  however,  at  2,500. 

On  March  28,  1978,  final  regulations  on  the  National  Guidelines 
which  were  substantially  the  same  as  those  published  on  January 
20,  1978  were  published  by  the  Secretary.  While  stopping  short  of  an 
outright  exemption  for  small  rural  hospitals  (who  had  felt  threatened 
with  imminent  closure  if  the  standards  had  been  too  rigidly  applied 
by  HSAs),  the  Guidelines  now  specify  conditions  that  justify  the 
adjustment  of  specified  standards.  The  revised  Guidelines  also  include 
provisions  that  allow  the  HSAs  to  adjust  the  guidelines  to  meet  local 
needs  and  circumstances. 
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NATIONAL  COUNCIL  ON  HEALTH  PLANNING  AND  DEVELOPMENT 

Section  1503  of  the  Act  mandated  the  creation  of  a  National  Council 
on  Health  Planning  and  Development,  responsible  for  advising  and 
making  recommendations  to  the  Secretary  concerning  National  Guide- 
lines, implementation  and  administration  of  the  program,  and  evalua- 
tion of  the  implications  of  new  medical  technology.  As  noted  earlier 
in  the  report,  three  members  of  the  Council  are  ex  officio,  nonvoting — 
the  Chief  Medical  Director  of  the  Veterans'  Administration,  the  As- 
sistant Secretary  for  Health  and  Environment  of  the  Department  of 
Defense,  and  the  Assistant  Secretary  for  Health  of  the  Department  of 
HEW. 

All  of  the  voting  members  of  the  Council  have  now  been  appointed. 
The  composition  of  the  Council  includes  five  women;  three  minority 
representatives  (two  Black,  one  Hispanic) ;  three  physicians  (two  from 
private  practice,  one  from  a  university) ;  one  practicing  hospital  ad- 
ministrator; one  professor  of  health  care  administration;  one  health 
insurance  representative;  one  labor  leader;  one  representative  of 
industry. 

The  Council  held  five  meetings  during  1977,  all  since  September  1977, 
when  the  statutorily  required  membership  was  complete.  The  Council 
now  meets  monthly  to  advise  the  Secretary  on  development  of,  and  to 
make  recommendations  on,  revisions  of  the  national  guidelines  for 
health  planning.  This  intensive  advisory  role  on  the  guidelines  is  ex- 
pected to  continue  during  1978  until  the  Department  has  published 
guidelines  and  regulations  on  standards  and  goals  related  to  health 
status,  health  promotion,  health  care  and  health  financing.  Through 
its  public  deliberations  and  the  Department's  public  responses,  the 
Council  has  served  as  a  source  of  input  for  HSAs,  SHPDAs,  and  pro- 
vider and  consumer  groups  concerned  about  the  development  and 
impact  of  the  original  set  of  guidelines  published  September  23,  1978. 

In  recognition  of  its  increasingly  important  role,  the  Department 
intends  to  allocate  in  1978  three  full-time  positions  to  provide  staff 
assistance  to  the  Council  and  its  chairman.  The  interrelated  functions 
of  the  Council  cannot  be  performed  by  individual  consultants.  The  key 
to  the  Council's  effectiveness  is  the  public  discussion,  the  public 
consideration  of  widely  different  viewpoints,  and  the  public  resolution 
as  to  what  to  advise  the  Secretary  on  the  development  of  national 
health  policies. 

HEALTH  SERVICES  AREAS 

To  implement  the  law,  the  Congress  authorized  a  network  of  area- 
wide  planning  agencies,  known  as  health  systems  agencies,  which 
together  will  blanket  the  Nation.  Each  agency  is  responsible  for  a 
health  service  area  of  approximately  500,000  to  3  million  residents. 
The  designated  area  is  supposed  to  be  a  reasonable  reflection  of  a 
health  service  or  medical  trade  area  with  at  least  one  center  for  the 
provision  of  highly  specialized  services.  Wherever  possible,  standard 
metropolitan  statistical  areas  (SMSAs)  are  to  be  contained  in  only 
one  health  service  area,  a  provision  which  has  resulted  in  15  interstate 
HSAs.  The  areas  were  designated  by  the  Governors  of  each  State 
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under  Federal  guidelines.  The  designation  of  health  service  areas 
was  completed  early  in  1975,  although  some  modification  of  a  few  areas 
is  still  being  considered. 

There  are  currently  213  health  service  areas.  This  is  one  more  than 
initially  designated  in  September  1975  and  resulted  from  the  division 
of  a  large  sparsely  populated  area  in  Arizona  into  two  areas. 

Twenty- two  of  the  213  health  planning  jurisdictions  are  essentially 
statewide.  HSA  and  State  boundaries  are  coterminous  in  12  States 
(Delaware,  Idaho,  Maine,  Mississippi,  Montana,  New  Hampshire, 
Oklahoma,  Puerto  Rico,  South  Dakota,  Vermont,  West  Virginia, 
and  Wyoming) ;  and  another  two  areas  are  essentially  so  (New  Mexico 
and  Utah).  Under  a  section  1536  some  States  and  territories 
were  granted  exemptions  from  the  requirements  to  create  a  two-tiered 
(HSA  and  State)  planning  structure.  They  may  combine  the  HSA 
and  SHPDA  functions  in  the  latter  agency,  and  all  of  the  eight  eligible 
States  and  Territories  have  chosen  to  do  so.  (Those  eight  so-called 
1536  entities  include  American  Samoa,  District  of  Columbia,  Guam, 
Hawaii,  Rhode  Island,  Trust  Territory  of  the  Pacific  Islands,  the 
Virgin  Islands,  and  the  Northern  Mariana  Islands.) 

Fifteen  of  the  areas  are  interstate.  One  covering  the  Navajo  reserva- 
ation  is  tri-State;  the  others  are  bi-State.  Thirteen  encompass  interstate 
standard  metropolitan  statistical  areas  (SMSAs).  All  but  36  of  the 
over  270  SMSA's  are  included  within  a  single  area — 25  of  the  36  split 
SMSA's  are  interstate  ones.  The  36  split  SMSAs  were  split  either  by 
waivers  granted  by  the  Secretary  or  by  the  granting  of  section  1536 
status  (District  of  Columbia  and  Rhode  Island).  Six  major  metropoli- 
tan regions  with  split  SMSAs  contain  approximately  23  million  people 
or  over  ten  percent  of  the  U.S.  population.  These  regions  are  Boston, 
Chicago,  San  Francisco,  Oakland,  Washington,  D.C.,  Memphis,  and 
Philadelphia. 

The  population  breakdown  of  these  213  jurisdictions  is  as  follows: 


Under  500,000   54 

500,000-999,999   89 

1,000,000-1,999,999   49 

2,000,000-2,999,999   16 

3,000,000  and  over   5 


In  terms  of  geographical  size,  health  service  area  3  in  Alaska,  which 
encompasses  the  northern  two-thirds  of  the  State  with  about  320,000 
square  miles,  is  the  largest.  The  smallest  is  area  3  in  New  Jersey 
(Hudson  County),  covering  only  46  square  miles. 

There  is  a  reasonably  high  degree  of  congruity  with  Professional 
Standards  Review  Organization  (PSRO)  areas.  There  are  45  in- 
stances where  health  service  areas  and  PSRO  areas  are  identical. 
In  another  four  instances  (e.g.,  Los  Angeles,  New  York  City),  the 
health  service  areas  completely  encompass  two  or  more  PSRO  areas. 
Conversely,  44  health  service  areas  are  wholly  contained  within  single 
PSRO  areas  (e.g.,  Colorado,  Nevada).  Of  the  remaining  incongruent 
areas,  half  involve  a  difference  of  only  one  or  two  counties. 

In  only  eight  States  (Alabama,  Illinois,  Kentucky,  Nebraska,  Penn- 
sylvania, South  Carolina,  Virginia,  and  Wisconsin)  did  any  of  the 
areas  officially  designated  by  HEW  differ  from  what  their  Governors 
had  proposed. 
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Six  area  redesignations  have  been  formally  requested  since  the 
initial  establishment  of  health  service  areas  in  September  1975.  Four 
have  been  approved  and  two  are  pending.  One  of  those,  however,  the 
splitting  of  the  single  metropolitan  Philadelphia  area  into  three 
separate  ones,  was  overturned  by  the  Federal  courts.  Of  the  remaining 
requests,  one  from  the  State  of  Kentucky  is  currently  undergoing 
formal  review  and  in  the  case  of  the  other,  from  the  State  of  Florida, 
the  Secretary  has  granted  the  request  but  the  action  is  under  a  tem- 
porary restraining  order  in  the  U.S.  District  Court. 

HEALTH  SYSTEMS  AGENCIES 

There  are  now  205  health  systems  agencies  designated  under  the 
terms  of  the  Act.  They  may  be  private  nonprofit  corporations  (180), 
a  public  regional  planning  body  if  it  meets  special  requirements  (21), 
or  a  single  unit  of  local  government  (4) . 

As  of  May  1,  1978,  71  HSAs  had  been  granted  full  designation.  Out 
of  a  total  of  205  health  systems  agencies,  101  will  complete  their 
second  year  of  conditional  designation  during  the  months  of  April 
and  May,  1978.  Most  of  these  will  be  eligible  for  full  designation. 
However,  a  few  agencies  not  considered  eligible  for  full  designation 
will  either  be  awarded  waivers  for  a  period  of  1  to  12  months,  or  will 
be  terminated.  Receiving  full  designation  status  indicates  that  agency 
has  been  judged  capable  of  carrying  out  all  of  the  responsibilities 
required  of  it  under  Public  Law  93-641.  A  major  criterion  in  such  a 
judgment  is  the  adequacy  of  the  health  systems  plan  and  annual 
implementation  plan  of  the  agency. 

Agencies  requesting  a  waiver,  or  extension  of  the  conditional  desig- 
nation period,  have  to  meet  certain  criteria,  developed  in  accordance 
with  the  Committee's  direction  in  its  report  (H.  Rept.  95-707)  to 
accompany  the  legislation  eventually  enacted,  Public  Law  95-215, 
providing  an  additional  year  of  conditional  designation  for  HSAs. 
The  Health  Planning  Bureau  has  expanded  and  modified  those 
circumstances,  specified  in  the  Committee  report,  which  will  be  taken 
into  consideration  in  reviewing  the  agency's  application  for  full 
designation  or  its  request  for  a  waiver. 

These  agencies  must  be  governed  by  a  governing  body,  a  majority 
(51-60  percent)  of  the  members  of  which  are  consumers,  with  the 
remainder  of  the  governing  body  representing  physicians,  dentists, 
nurses,  and  other  health  professions,  health  care  institutions,  insurers, 
professional  schools,  and  the  allied  health  professions.  The  statute 
also  requires  representation  of  public  officials,  residents  of  non- 
metropolitan  areas,  and  VA  and  HMO  facilities,  where  appropriate. 

A  recent  HEW  study  (September  1977)  of  governing  bodies  of 
204  HSAs  revealed  that  consumers  accounted  for  53  percent  (4,622) 
of  the  8,707  members  surveyed.  Another  3,153  (36  percent)  were 
classified  as  direct  providers  (physicians,  nurses,  health  care  institu- 
tion administrators,  dentists,  health  and  allied  health  professionals.) 
Women  formed  only  26  percent  of  the  consumer  composition  of  govern- 
ing bodies.  Consumer  members  representing  minorities  filled  18.7 
percent  of  governing  body  positions.  Public  officials  made  up  almost 
15  percent  of  the  governing  board  composition,  primarily  categorized 
as  consumer  members  (68  percent).  Of  the  public  officials  on  boards. 
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87  percent  were  local  officials  as  compared  to  State  and  other  officials 
(nine  and  three  percent,  respectively). 

Of  the  provider  category,  27  percent  were  physicians  (including 
osteopaths),  with  dentists  and  nurses  taking  six  and  seven  percent 
respectively  of  the  governing  body  positions  for  providers.  Representa- 
tives of  health  care  institutions  filled  37  percent  of  the  provider  slots, 
health  care  insurers  filled  6  percent,  health  professional  schools  filled  7 
percent,  and  allied  health  professionals  filled  10  percent. 

The  survey  indicated  that  HSAs  experienced  more  problems  with 
''representativeness"  of  the  economic  and  social  (age,  sex)  categories 
than  with  any  other  consumer  category.  14  to  16  percent  of  the  agencies 
experienced  problems  in  these  areas,  compared  to  5  to  7  percent 
experiencing  problems  in  other  consumer  categories. 

With  regard  to  problems  of  ''representativeness"  of  the  provider 
categories,  the  most  frequent  problems  experienced  were  in  the  allied 
health  professions  and  HMO  categories.  Only  seven  percent  of  the 
agencies  indicated  they  had  experienced  difficulty  with  "representa- 
tiveness" of  the  public  official  category. 

Eighty-eight  HSAs  have  established  474  subarea  councils  (SACs) 
with  a  total  membership  of  approximately  15,460.  The  greatest 
number  of  the  SACs  reflect  a  geographical  base  consistent  with 
county  boundaries,  with  State  planning  districts  being  the  second 
most  frequent  base  for  SACs. 

In  terms  of  size,  the  majority  (113)  of  agencies  had  a  governing 
body  of  30  or  fewer  members,  66  HSAs  had  between  31  and  70 
members,  with  24  HSAs  having  70  or  more  members. 

The  204  HSAs  surveyed  had  staff  totalling  3,212;  2,151  of  these 
were  professional  staff  and  1,061  were  support  staff.  (There  were  also 
about  500  budgeted  vacancies.)  In  addition  to  the  eight  HSAs  which 
at  the  time  of  the  survey  were  fully  designated,  169  of  the  condition- 
ally designated  agencies  had  professional  staffs  that  met  the  minimum 
requirement  for  full  designation.  With  regard  to  the  areas  of  expertise 
set  forth  in  section  1512,  the  agencies  indicated  they  were  having  the 
most  problem  recruiting  staff  with  expertise  in  gathering  and  analyzing 
data  and  in  health  planning. 

The  purposes  of  the  planning  agencies  are  to  improve  the  health 
of  residents  of  a  health  service  area;  increase  accessibility,  accept- 
ability, continuity  and  quality  of  health  services  provided;  restrain 
increases  in  the  cost  of  providing  health  services;  and  prevent  un- 
necessary duplication  of  health  resources.  The  agency's  ultimate 
responsibility  is  the  provision  of  effective  health  planning  for  its  area 
and  the  promotion  of  the  development  (within  the  area)  of  health 
services,  manpower,  and  facilities  which  meet  identified  needs,  reduce 
documented  inefficiencies,  and  implement  the  health  plans  of  the 
agency. 

To  meet  these  responsibilities,  each  agency  must  complete  a  health 
systems  plan  (HSP)  which  is  a  statement  of  long  range  goals  for  the 
community.  Not  only  is  the  plan  itself  considered  an  important 
document  for  the  public  statement  of  a  community's  goals  and 
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objectives,  but  it  serves  as  the  basis  on  which  all  proposals  for  new 
institutional  health  services  and  programs,  and  applications  for 
Federal  funds  under  a  significant  number  of  Federal  programs  will 
be  reviewed.  In  addition  to  the  long-range  plan,  there  must  be  an 
annual  implementation  plan  (AIP)  which  has  specific  objectives  for 
the  current  year's  implementation  of  the  HSP. 

Each  agency  also  makes  recommendations  to  the  State  concerning 
proposals  for  new  services  and  capital  expenditures,  and  reviews 
existing  services  in  terms  of  their  appropriateness.  In  conducting 
these  activities,  agencies  are  required  to  coordinate  with  other 
federally  sponsored  initiatives  (e.g.,  professional  standards  review 
organizations  and  the  cooperative  health  statistics  system),  as  well 
as  existing  planning  activities  of  State  and  local  agencies. 

According  to  survey  data  validated  in  December  1977,  HSAs 
have  been  devoting  one-fourth  of  their  effort  to  plan  development  as 
refiected  by  the  functional  budget  breakdowns  of  143  agencies 


detailed  below. 

Funds 

Function  (percent) 

Plan  development   26 

Agency  organization  and  management   18 

Plan  implementation/ Review  activities   16 

Plan  implementation/Resource  development   13 

Data  management  and  analysis   11 

Public  involvement  and  education   11 

Coordination  activities   5 


Total   100 


With  regard  to  data,  approximately  three-fourths  of  the  HSAs 
indicated  they  had  adequate  pertinent  information  on  the  health 
resources;  almost  two-thirds  had  adequate  data  concerning  health 
status  and  health  care  utilization.  The  two  problem  areas  appeared  to 
be  environmental/occupational  exposure  factors  and  health  financing 
and  expenditures  with  only  one-third  of  the  agencies  indicating  that 
they  had  adequate  data  in  these  fields. 

The  survey  data  indicated  the  following  with  respect  to  when  the 
197  conditionally  designated  HSAs  expected  to  submit  their  HSPs 
and  AIPs  together  with  applications  requesting  full  designation: 


By  December  1977   58 

By  February  1978   57 

By  April  1978   43 

By  June  1978   23 

By  August  1978   8 

After  August  1978   6 


Total   195 


(Data  not  available  for  two  agencies.) 

In  fiscal  year  1976,  the  average  planning  grant  for  the  201  HSAs 
designated  at  the  time  was  $315,191,  or  a  per  capita  amount  of  $.37. 
In  fiscal  year  1977,  the  average  grant  per  agency  was  $478,150,  or 
$.46  per  capita.  It  is  estimated  that  the  average  per  capita  grant 
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would  reach  $.49  in  fiscal  year  1978.  A  more  detailed  breakdown  is 
shown  below: 


HEALTH  SYSTEMS  AGENCIES  PLANNING  GRANTS,  FISCAL  YEARS  1976-78 


Number  of 
HSAs 

Per  capita 

Average  per 
agency 

Fiscal  year  1976: 

Less  than  minimum..     

At$14b,000..    

At  $160,000     

At  $175,000  

Over  minimum..  

  21 

   26 

  24 

   130 

$0. 65 
.37 
.31 
.29 

$145, 000 
160,  000 
175,  000 
399,  603 

Total  

  201 

.37 

315, 191 

Fiscal  year  1977: 

Less  tiian  minimum.  

At  minimum  ($175,000)  

Over  minimum  

    3 

  23 

  186 

1.  69 
.68 
.46 

133, 146 
175,  000 
519,  655 

Total..     

   212 

.46 

478, 150 

Fiscal  year  1978  (estimate): 

At  minimum  ($175,000)..  

Over  minimum   

   28 

  185 

$0.78 
.48 

175,000 
546, 108 

Total.-  

  213 

.49 

497,  324 

Note:  Fiscal  year  1978  estimates  include  a  $8,000,000  local  contribution. 


The  health  planning  statute  and  regulations  issued  on  the  designa- 
tion and  funding  of  HSAs  require  that  an  HSA  seek  to  enter  into  agree- 
ments with  Professional  Standards  Review  Organizations  and  other 
entities  with  which  the  HSA  has  a  responsibility  to  establish  coopera- 
tive arrangements.  According  to  the  American  Association  of  Profes- 
sional Standards  Review  Organizations,  close  to  100  of  the  potential 
317  agreements,  formally  called  ^'memoranda  of  agreement,"  had  been 
executed  by  February  23,  1978.  Another  64  were  in  draft  form  and 
31  additional  PSROs  reported  that  such  agreements  were  under 
discussion. 

One  of  the  roadblocks  to  cooperation  among  HSAs  and  PSROs  has 
centered  on  the  issue  of  confidentiality  of  data  requested  of  the  PSRO. 
It  is  expected  that  with  the  enactment  of  the  Medicare-Medicaid 
Antifraud  and  Abuse  Amendments  (P.L.  95-142)  and  the  subsequent 
publication  of  regulations  by  the  Health  Care  Financing  Administra- 
tion (January  16,  1978)  affecting  the  sharing  of  PSOR  data  and  the 
issue  of  confidentiality,  some  of  these  conflicts  will  be  resolved. 

STATE  HEALTH  PLANNING  AND  DEVELOPMENT  AGENCIES 

To  assure  coordinated  State  level  planning,  an  agency  of  State 
government,  chosen  by  the  Governor,  is  designated  to  serve  as  the 
State  health  planning  and  development  agency  (State  Agency  or 
SHPDA).  The  State  Agency  must  have  an  administrative  program 
approved  by  HEW  for  carrying  out  its  functions.  All  57  State  Agencies 
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have  been  conditionally  designated.  The  organizational  location  of 
these  agencies  is  as  follows  : 


State  health  department   29 

Health  and  welfare  department   18 

Governor's  office   3 

Independent  agency  or  commission   3 

Other  agencies   3 


These  57  State  Agencies  currently  have  staffs  totalling  1,324,  900 
professional  staff  and  424  are  support  staff.  (There  are  also  approxi- 
mately 150  budgeted  vacancies.)  Staff  size  averages  24. 

The  State  Agency  is  responsible  for  conducting  the  State's  health 
planning  activities  and  implementing  the  parts  of  the  State  health 
plan  and  plans  of  health  systems  agencies  which  relate  to  the  govern- 
ment of  the  State.  The  agency  prepares  a  preliminary  State  plan 
from  the  health  systems  plans  for  approval  or  disapproval  by  the 
Statewide  Health  Coordinating  Council  (SHCC) ,  it  also  prepares  and 
assists  the  Council  in  the  review  of  the  State  medical  facilities  plan 
(SMFP)  and  in  the  performance  of  its  functions.  It  serves  as  the 
designated  planning  agency  under  section  1122  (relating  to  capital 
expenditures  review)  of  the  Social  Security  Act,  and  reviews  new 
institutional  health  services  proposed  in  the  State  and  the  appro- 
priateness of  existing  institutional  health  services. 

SHPDAs  are  currently  devoting  60  percent  o^  their  effort  to  per- 
formance of  State  agency  functions  as  reflectea  by  the  following 
functional  budget  breakdowns  submitted  by  50  agencies: 


Funds 

Function  (percent) 

Administration  of  State  administrative  program   19 

Performance  of  State  agency  functions   60 

Administration  of  SMFP   16 

Administrztion  of  HSA  functions/section  1536   5 


Total   100 

An  earher  HEW  study  of  47  of  the  57  SHPDAs  revealed  the  fol- 
lowing information  regarding  the  assignment  of  their  professional 
staff : 

Category  Percent 

Administration   22 

Health  planning   29 

Resource  development   23 

SHCC  support   9 

Other   17 


Total   100 


In  terms  of  areas  of  expertise,  the  largest  number  of  professional 
staff  are  assigned  to  the  health  planning  category.  Conversely,  the 
smallest  number  are  reported  as  being  principally  concerned  with 
providing  staff  support  to  the  Statewide  Health  Coordinating  Council 
(SHCC).  (In  the  most  recent  study  only  11  agencies  indicated  that 
they  were  providing  staff  support  to  the  SHCC  on  a  full-time  basis.) 

Directors'  salaries  range  from  a  maximum  of  $45,000  to  a  minimum 
of  $17,500.  Professional  staff  salaries  range  from  a  maximum  of 
$36,936  to  a  minimum  of  $6,700. 
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When  examining  data  concerning  working  relationships  between 
HSAs  and  SHPDAs,  the  following  areas  were  the  major  points 
of  interaction  (in  descending  order):  HSP/AIP  development;  regula- 
tory reviews and  development  of  standards  and  criteria. 

The  survey  data  indicate  the  following  with  respect  to  when  the  56 
conditionally  designated  SHPDAs  expect  to  submit  their  State  health 
plans  with  applications  requesting  full  designation : 


By  March  1978   10 

By  June  1978   28 

By  September  1978   9 

Calendar  Year  1979   3 


Total   50 


(Information  was  not  available  for  seven  agencies.) 

As  of  May  1,  1978,  only  one  State  Agency — that  for  Arkansas — 
had  been  approved  for  full  designation. 

In  fiscal  year  1977,  statistics  on  SHPDA  funding  showed  that  the 
minimum  Federal  grant  to  30  State  Agencies  was  $299,023.  The 
average  grant  was  $657,853,  received  by  22  agencies.  Total  Federal 
dollars  from  SHPDA  funding  reached  $24.5  million  in  fiscal  year  1977, 
with  the  total  estimated  Federal  plus  State  dollars  reaching  a  level 
of  $39.1  million.  Estimates  for  fiscal  year  1978  for  the  57  State  Agencies 
designated  at  that  time  show  the  minimum  grant  for  30  agencies  to  be 
around  $365,000  with  the  average  grant  set  at  about  $796,500,  for  a 
total  Federal  dollar  contribution  of  $29.5  million.  The  combined 
Federal/State  contribution  for  this  activity  in  fiscal  year  1978  is 
estimated  to  be  $39.3  million. 

The  law  also  mandated  the  creation  of  Statewide  Health  Coordi- 
nating Councils  to  serve  as  a  vehicle  for  the  interests  and  perspectives 
of  the  HSAs  and  the  State  to  come  together.  Sixty  percent  of  SHCC 
members  are  appointed  by  the  Governor  from  the  State's  health 
systems  agencies,  again  with  a  requirement  for  a  consumer  majority. 
The  Council  reviews  annually  and  coordinates  the  health  systems 
plans  and  annual  implementation  plans  of  the  State's  health  systems 
agencies  and  makes  comments  on  them  to  the  Secretary.  The  SHCC 
is  responsible  for  a  State  Health  plan  (SHP)  comprised  of  the  health 
systems  plans.  It  also  reviews  budgets  and  applications  of  health 
systems  agencies,  advises  the  State  Agency  on  the  performance  of 
its  functions,  and  reviews  and  approves  or  disapproves  State  plans  and 
applications  for  formula  grants  to  the  State  under  a  number  of  Fed- 
eral health  programs. 

As  of  January  1,  1978,  forty -one  (41)  States  had  established  State- 
wide Health  Coordinating  Councils.  Information  regarding  the  District 
of  Columbia  SHCC,  established  in  October  1977,  was  not  available 
at  the  time  of  the  survey.  Their  collective  membership  totaled  1,425 
with  53  percent  representing  consumers  and  47  percent  representing 
providers.  There  were  65  vacancies  on  these  councils  at  the  time  of  the 
survey. 
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Selected  characteristics  of  these  41  SHCCs  are  as  follows: 


Numier 

Authorized  size:  of  SHCCs 

Less  than  25   4 

25-30   11 

31-40   15 

41-70   9 

Greater  than  70  2 


Total   41 

SHCCs  with  section  1512  provider  categories  represented 

Physicians,  dentists,  nurses,  etc   36 

Health  care  institutions   36 

Health  care  insurers   26 

Health  professional  schools   30 

Allied  health  professionals   30 

Veterans'  Administration   30 


As  of  May  1,  1978,  50  statewide  health  coordinatiiig  coimcils  had 
been  established. 

Under  Piibhc  Law  93-641  all  States  must  develop  a  certificate  of 
need  law  which  assures  that  only  those  services,  facilities  and  organi- 
zations which  are  found  to  be  needed  by  the  planning  agencies  are 
offered  and  developed  in  the  State.  While  some  States  have  had 
certificate  of  need  laws  since  the  mid  1960's,  this  is  the  first  time  that 
all  States  have  been  required  to  institute  such  programs.  The  certif- 
icate of  need  process  attempts  to  prevent  the  duplication  of  services 
and  facilities  which  exists  in  some  locations  and  provide  for  the  ra- 
tional development  of  needed  services.  It  is  one  of  the  most  important 
implementation  tools  within  the  health  planning  arena. 

Thirty-six  States  have  already  enacted  certificates  of  need  laws, 
although  their  provisions  vary  widely.  In  addition,  37  States  review 
capital  expenditures  under  section  1122  of  the  Social  Security  Act. 
If  a  State  disapproves  a  capital  expenditure  under  the  latter  program, 
HEW  will  withhold  depreciation  and  other  costs  related  to  that  expend- 
iture when  reimbursing  health  care  facilities  under  the  medicare, 
medicaid,  and  maternal  and  child  health  programs.  The  following 
table  shows  the  status  of  certificate  of  need  and  section  1122  programs 
in  the  States  (as  of  January  31,  1978) : 


STATES  WITH  CERTIFICATES  QF  NEED  AND  SECTION  1122  PROGRAMS  AS  OF  JANUARY  1,  1978 


Year  Effective 

certificate  date  of 

of  need  sec.  1122 

State                                                                                     first  enacted  agreement 


Alabama   1977   Sept.  18, 1973 

Alaska  (effective  1977)   1976   Apr.   1, 1974 

Arizona   1971   

Arkansas  (fully  designated  SHPDA)   1975   July  1,1973 

California   1969   

Colorado   1973   Mar.  1,1974 

Connecticut   1969   

Delav/are  July    1, 1973 

Florida   1972  Jan.  1,1973 

Georgia   1974   Feb.  27,1974 

Hawaii   1974  (i) 

Idaho   Feb.  1,1974 

Illinois   1974   

See  footnotes  at  end  of  table. 
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STATES  WITH  CERTIFICATE  OF  NEED  AND  SECTION  1122  PROGRAMS  AS  OF  JANUARY  1,  1978— Con. 


Year  Effective 

certificate  date  of 

of  need  sec.  1122 

State                                                                                     first  enacted  agreement 


Indiana  July    1, 1973 

Iowa   1977   Mar.  7,1973 

Kansas   1972 

Kentucky   1972   Mar.  15, 1974 

Louisiana  May  16, 1973 

Maine  Mar.  1,1973 

Maryland   1968   Feb.  15,1974 

Massachusetts   1971 

Michigan   1972  Dec.  14,1973 

Minnesota   1971   Feb.  25,  1974 

Mississippi  June  25,1973 

Missouri   (2) 

Montana   1975   Feb.  26,1974 

Nebraska  Feb.  26, 1973 

Nevada   1971   Mar.  15, 1974 

New  Hampshire  April  1,1973 

New  Jersey   1971   Feb.  28,1974 

New  Mexico   July    1, 1973 

New  York   1964   Feb.  28,1974 

North  Carolina  Apr.   2, 1973 

North  Dakota   1971   Feb.  28, 1974 

Ohio   1975  June  28, 1974 

Oklahoma   1971   Feb.  27,1974 

Oregon   1971   Mar.  1,1974 

Pennsylvania  Mar,  1, 1973 

Rhode  Island   1968   

South  Carolina   1971   Mar.  15, 1974 

South  Dakato   1972   

Tennessee  -   1973   

Texas   1975   

Utah   Feb.  26,1974 

Vermont  Jan.    2, 1975 

Virginia   1973  (2) 

Washington   1971   Feb.  1,1974 

West  Virginia   1977   Mar.  15, 1977 

Wisconsin   1977  Sept.  1,1973 

Wyoming   1977   Feb.  28, 1974 

District  of  Columbia   (s)    

American  Samoa  

Guam  May   6, 1974 

Northern  Marianas  (effective  1978)   1977   

Puerto  Rico  ^   1975    Feb.  28, 1974 

Trust  Territory   1977   

Virgin  Islands  

Total   0)  (5) 


1  Terminated  Feb.  28, 1977. 

2  Terminated  June  30, 1976. 

3  By  regulation,  midsixties. 

<  36  States,  3  territories,  plus  the  District  of  Columbia. 
5  37  States,  2  territories,  3  States  terminated. 


The  Department  issued  regulations  specifying  the  minimum  require- 
ments for  satisfactory  State  certificate  of  need  programs  on  Jan- 
uary 21,  1977.  (These  regulations  were  strengthened  by  amendments 
published  in  the  Federal  Register  on  April  8,  1977.)  These  Federal 
certificate  of  need  regulations,  in  setting  forth  the  minimum  require- 
ments for  State  certificate  of  need  programs,  drew  upon  the  experience 
of  the  States  and  the  Department  in  administering  certificate  of  need 
and  section  1122  programs,  so  that  the  weaknesses  of  these  programs 
would  be  overcome.  While  each  State  must  develop  a  program  that 
meets  these  minimum  requirements,  they  may  go  well  beyond  the 
minimums  established. 

The  law  requires  that  the  State  health  planning  and  development 
agencies  administer  certificate  of  need  programs  which  meet  the 
minimum  Federal  requirements  in  order  to  become  fully  designated. 
The  HEW  Regional  Offices  have  the  primary  responsibility  for  pro- 
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viding  assistance  to  the  States  in  the  development  of  satisfactory- 
certificate  of  need  programs,  and  they  have  been  delegated  the 
authority  to  approve  or  disapprove  the  certificate  of  need  programs 
of  each  State. 

Considerable  effort  has  been  expended  in  working  with  the  States 
to  develop  certificate  of  need  programs  which  comply  with  the  Federal 
regulations.  However,  significant  hurdles  remain  before  complying 
certificate  of  need  programs  will  have  been  developed.  For  example, 
developing  a  satisfactory  program  is  not  simply  a  matter  of  enacting 
a  State  certificate  of  need  statute.  The  Federal  statutory  requirement 
is  that  a  satisfactory  program  must  be  administered — this  means 
that  not  only  the  proper  legislation,  but  also  administrative  regula- 
tions, procedure  manuals,  and  the  like  must  be  developed.  In  addition, 
amending  an  existing  certificate  of  need  statute  in  order  to  bring  it 
into  compliance  with  Federal  regulations  is  likely  to  initiate  a  public 
controversy  at  the  State  level  concerning  Federal-State  relations, 
the  case  for  health  regulations,  and  the  relationship  between  State- 
level  and  substate  regional  planning  agencies. 

The  certificate  of  need  review  function  required  of  state  health 
planning  and  development  agencies  is  intended  to  promote  the  more 
efficient  allocation  of  scarce  health  resources.  In  every  State  and 
Territory,  these  agencies  are  gearing  up  for  certificate  of  need  review 
responsibilities.  If  this  review  responsibility  is  assumed  in  gradual 
fashion,  with  the  proper  foundation  being  laid  in  the  way  of  review 
criteria,  health  plans,  and  Federal  financial  support,  the  Committee 
feels  the  review  program  should  yield  significant  results.  If  it  is 
properly  integrated  with  other  regulatory  mechanisms,  such  as  rate 
review,  the  result  should  be  a  more  efficient  allocation  of  health 
resources  in  the  country. 

GRANTS  FOR  RATE  REVIEW 

Section  1526  of  the  Act  authorizes  a  program  of  demonstration 
grants  to  be  awarded  to  a  maximum  of  six  State  Agencies  for  pur- 
poses of  rate  regulation.  Administration  of  this  program  was  delegated 
to  the  Health  Care  Financing  Administration,  which  also  has  respon- 
sibility for  administering  the  research  and  experimentation  grant 
program  for  rate  setting  authorized  under  section  222  of  the  Social 
Security  Amendments  of  1972  (P.L.  92-603).  At  the  present  time, 
no  funds  have  been  awarded  under  this  authority  since  only  States 
having  a  fully  designated  State  Agency  are  eligible  (the  State  Agency 
in  Arkansas  is  the  only  SHPD A  fully  designated  at  this  time) .  Another 
obstacle  to  implementation  of  this  section  has  been  the  Health 
Planning  Act's  provision  that  the  rate  review  demonstration  program 
be  conducted  by  the  same  agency,  the  SHPDA,  having  responsibility 
for  health  planning  functions.  At  the  present  time.  State  rate  review 
or  rate  setting  activities  are  often  conducted  by  separate  commissions 
independent  of  the  SHPDA.  If  this  requirement  were  broadened  to 
allow  rate  review  grants  to  be  made  if  the  SHPDA  and  the  rate 
setting  authority  in  the  State  are  structurally  organized  under  the 
same  umbrella  authority,  seven  to  nine  State  programs  have  indicated 
an  interest  in  the  demonstration  program. 


40 


CENTERS  FOR  HEALTH  PLANNING 

Ten  regional  centers  for  health  planning,  one  in  each  HEW  region, 
have  been  funded  to  provide  technical  assistance  to  the  local  and 
State  planning  programs,  as  authorized  under  section  1534  of  the  Act. 
These  centers  have  produced  a  variety  of  products  ranging  from  a 
guide  to  regulatory  activities  under  Public  Law  93-641  to  an  educa- 
tional manual  for  HSA  volunteers  to  an  evaluation  of  the  implications 
of  capital  limitation  programs  in  the  health  industry.  Staff  size  has 
ranged  from  three  professionals  and  one  support  staff  in  region  X  to 
nine  professionals  and  three  support  staff  in  region  VI. 

HEALTH  RESOURCES  DEVELOPMENT 

The  second  major  part  of  the  act,  title  XVI,  replaces  the  older 
medical  facilities  construction  program — best  known  as  Hill-Burton. 
The  new  program  authorizes  funds  predominantly  for  modernization 
of  medical  facilities,  construction  of  new  outpatient  or  ambulatory 
facilities,  and  conversion  of  existing  medical  facilities  for  the  provision 
of  new  health  services.  Money  for  construction  of  new  inpatient 
medical  facilities  is  available  only  in  areas  which  have  experienced 
rapid  recent  population  growth. 

The  implementation  of  title  XVI  is  also  tied  systematically  to  the 
entire  health  planning  program,  which  was  not  true  in  previous  facili- 
ties oriented  legislation.  This  not  only  has  the  advantage  of  enhancing 
the  rational  development  of  resources,  but  gives  the  planning  agencies 
additional  program  financial  and  political  significance.  For  example, 
the  State  Agency  must  have  a  State  medical  facilities  plan  (SMFP) 
which  is  approved  by  the  SHCC,  and  is  consistent  with  the  State 
health  plan.  While  it  is  a  separate  document,  the  SMFP  is  considered 
to  be  a  more  specific  facilities-oriented  part  of  the  State's  plan  for 
improved  health. 

These  features  have  meant  that,  until  the  planning  structure  is  in 
place,  most  of  title  XVI  cannot  be  implemented.  The  major  exception 
is  a  project  grant  program  authorized  by  section  1625  which  provides 
some  funds  for  the  modernization  of  public  medical  facilities.  As  of 
January  1978,  however,  none  of  the  currently  available  funds  ($11,- 
387,200)  had  been  obligated.  $11,377,009  has  been  offered  for  commit- 
ment to  four  applicants  whose  applications  have  been  found  appro v- 
able.  Obligation  of  these  commitments  is  conditional  upon  the  satis- 
factory completion  of  further  actions  (a  normal  feature  of  construction 
programs) . 

Proposed  regulations  pertaining  to  this  section  of  the  law  were 
published  November  26,  1976;  final  regulations  were  published  De- 
cember 9,  1977.  As  of  a  January  25,  1977  deadline  specified  in  the  pro- 
posed regulations,  136  applications  were  received  requesting  approxi- 
mately $137.2  million  in  grant  funds.  Total  project  costs  were  esti- 
mated at  approximately  $200.1  million.  Individual  application  grant 
requests  ranged  from  a  low  of  $8,000  to  a  high  of  $7  million. 

Currently,  some  $40  million  remains  available  for  title  XVI  of  the 
Public  Health  Service  Act.  These  funds  were  appropriated  for  ''for- 
mula" construction  and  modernization  grants  to  the  States.  For  a 
number  of  reasons,  it  appears  unlikely  that  such  funds  will  be  allotted 
to  the  States,  committed,  or  obligated  to  needed  projects  before  the 
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appropriation  authority  expires  (September  30,  1978).  Consequently, 

action  has  been  initiated  toward  seeking  approval  to  "reprogram" 
these  funds  and  use  them  for  the  section  1625  program. 

Title  XVI  also  authorizes  an  appropriation  for  the  HSAs  to  admin- 
ister grants  for  planning  and  development  activities  identified  m  the 
health  systems  plan.  The  area  health  services  development  fund  can 
be  used  to  stimulate  the  development  of  services  but  not  for  actual 
delivery  of  services.  Grants  under  the  area  health  services  develop- 
ment fund  cannot  be  made  until  an  HSA  is  fully  designated.  The 
Department  of  HEW  has  failed  to  develop  regulations  applicable  to 
this  section  of  the  law  and  has  not  requested  an  appropriation. 

FUNDING  LEVELS 

The  following  tables  provide  an  appropriations  history^  of  health 
planning  and  predecessor  programs  and  authorizations  and  appro- 
priations under  Public  Law  93-641 : 

APPROPRIATIONS  HISTORY  OF  HEALTH  PLANNING  AND  PREDECESSOR  PROGRAMS 
[In  thousands  of  dollars] 


Fiscal  yea 

ir 

1970        1971        1972        1973  1974 

1975  1975 

1977 

1978 

CHP   

$20,650    $22,803   $25,935   $34,800  $38,327 

$29,400  $28,000 

Hill-Burton  

183,123    196,521    308,204   203,578  210,554 

  51,760 

RMP   

100,000    116,990    102,854    134,625  81,953 

50,  000     10,  000 
10,  000     90,  590 

Health  planning   

-—    0)        O        «        0)  0) 

$130,  000 

$145,  000 

Total..  

306,773   336,314   436,993   373,003  330,834 

89,400  180,350 

130,  000 

145,  000 

1  Not  applicable. 

AUTHORIZATIONS/APPROPRIATIONS  UNDER  PUBLIC  LAW  93-541 

[In  thousands  of  dollars] 

Authorization 

Appropriations 

1975         1976         1977  1978 

1975  1976 

1977 

1978 

Health  systems  agencies   60,000  90,000  125,000     125,000    64,090      97,000  107,000 

State  agencies   25,000  30,000  35,000      35,000  .  19,000      24,500  29,500 

Rate  regulation   4,000  5,000  6,000       6,000   2,000  2,000 

Centers  for  health  planning..  5, 000  8, 000  10, 000  10, 000      10, 000       7, 500       6, 500        6, 500 
Area  health  services  develop- 
ment   25,000  75,000  120,000  120,000       

Health  facilities  construction: 

Sec.  1602  formula  grants.  125,000  130,000  135,000     135,000  ....   i  51,  760   

Sec.  1625  project  grants       67,500   


Total   244,000     338,000     431,000     498,500      10,000     142,350     130,000  145,000 

1 22  percent  of  this  may  be  used  for  sec.  1625  project  grants. 

VII.  Committee  Proposal 

REVISION  AND  REPORTING  ON  THE  NATIONAL  GUIDELINES  FOR  HEALTH 

PLANNING 

The  proposed  legislation  requires  the  Secretary,  at  least  45  days 
before  the  initial  publication  of  additional  National  Guidelines  for 
Health  Planning  or  the  revision  of  existing  or  future  Guidelines,  to 
consult  with  and  solicit  recommendations  and  comments  from  the 
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HSAs,  the  State  health  planning  and  development  agencies  and  State- 
wide Health  Coordinating  Councils,  the  National  Council  on  Health 
Planning  and  Development,  and  associations  and  specialty  societies 
representing  medical  and  other  health  care  providers.  In  carrying  out 
this  provision  it  is  the  Committee's  expectation  that  HEW  will  provide 
material,  including  options  under  consideration,  relative  to  the  estab- 
lishment or  revision  of  the  Guidelines  to  these  organizations  at  least 
45  days  before  the  Guidelines  are  formally  published  as  a  Notice  of 
Proposed  Rulemaking. 

The  bill  requires  the  Secretary  of  HEW  to  review  annually  the 
goals  and  standards  established  as  part  of  the  National  Guidelines 
for  Health  Planning.  In  conducting  this  review  the  Secretary  will 
review  the  health  systems  plans,  the  annual  implementation  plans 
and  the  State  health  plans  which  have  been  developed  under  title 
XV  of  the  Pubhc  Health  Service  Act  (PHS  Act).  The  Committee 
included  this  provision  in  the  bill  in  order  to  establish  closer  linkages 
between  the  planning  which  takes  place  at  the  local  and  State  level 
and  that  which  takes  place  at  the  Federal  level.  A  critical  examination 
of  these  plans  will  assist  the  Secretary  in  establishing  new  Guidelines 
as  well  as  in  revising  existing  Guidelines. 

The  bill  also  requires  the  Secretary  to  collect  data  to  determine 
whether  health  care  systems  are  moving  in  the  direction  of  the 
standards  and  goals  set  forth  in  the  National  Guidelines  and  to  deter- 
mine the  personnel,  facilities,  and  other  resources  needed  to  meet  the 
Guidelines.  HSA's,  State  health  planning  and  development  agencies 
and  other  entities  are  required  to  assemble  and  report  that  data  which 
are  necessary  for  the  Secretary  to  carry  out  this  function.  The  Secre- 
tary may  not  require  the  health  planning  agencies  to  report  data 
w^hich  are  regularly  collected  by  any  entity  of  HEW. 

It  is  the  committee's  intent  that  the  Secretary  be  able  to  compare 
existing  health  care  delivery  systems  with  the  guidelines  as  w^ell  as 
be  able  to  estimate  the  personnel,  facilities,  and  other  resources 
needed  by  such  systems  for  them  to  meet  the  goals  and  standards  of 
the  guidelines.  If  a  bed-to-population  ratio  of  4  beds  per  1,000  popu- 
lation is  established  as  a  goal  for  the  Nation,  the  Secretary  should 
know  which  health  service  areas  are  meeting  that  goal  as  well  as  the 
magnitude  of  changes  in  resources  which  is  required  to  attain  that 
goal;  e.g.,  the  number  of  additional  or  fewer  hospital  beds.  It  is 
expected  that  this  information  will  be  useful  for  national  health  plan- 
ning and  policy  setting  purposes  as  well  as  in  the  allocation  of  financial 
resources  to  those  areas  which  are  in  greatest  need. 

The  data  necessary  to  accomplish  this  w^ould  be  collected  by  the 
Secretary  from  HSAs,  SHPDAs,  the  Cooperative  Health  Statistics 
System  as  well  as  other  entities.  The  Committee  is  concerned  that  the 
requirements  to  assemble  and  report  this  data  not  be  overly  burden- 
some on  the  local  and  State  health  planning  agencies.  The  Secretary 
should  clearly  establish  the  requirements  to  be  placed  on  planning 
agencies  for  this  purpose.  For  example,  the  type  and  definitions  of 
data  and  the  manner  in  which  they  are  to  be  reported  should  be 
established  by  the  Secretary  by  regulations.  In  addition,  some  com- 
ponents of  the  Cooperative  Health  Statistics  System  or  other  existing 
data  collection  mechanisms  should  be  expanded  to  collect  some  of 
this  data.  The  Committee  expects  the  Department  to  move  expedi- 
tiously in  implementing  the  provision. 
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The  Secretary  is  required  to  make  periodic  reports  to  the  public 
about  the  relationship  between  the  goals  and  standards  with  respect 
to  and  the  status  of  the  supply,  distribution,  and  organization  of 
health  resources  as  well  as  a  summary  of  the  changes  in  resources 
required  to  meet  the  standards  and  goals. 

In  reviewing  this  provision  of  the  law,  the  committee  reaffirms  its 
belief  that  the  National  Guidelines  for  Health  Planning  are  an  im- 
portant part  of  the  health  planning  program.  The  Guidelines  are 
intended  to  serve  as  benchmarks  which  the  HSA's  and  State  agencies 
are  to  use  in  carrying  out  their  planning  activities.  They  are  not  to  be 
inflexibly  applied.  The  bill  contains  amendments  in  section  115  which 
make  it  clear  that  an  HSA  can  establish  goals  and  standards  which 
differ  from  the  national  guidelines  if  conditions  in  its  area  require 
such  adjustments. 

Because  the  guidelines  are  national  in  scope,  the  committee  is  con- 
cerned that  they  set  appropriate  goals  and  standards  for  areas  which 
are  medically  underserved  as  well  as  for  areas  which  have  an  excess 
of  services  and  facilities.  The  committee  expects  HEW  to  insure 
that  the  guidelines  recognize  the  unique  circumstances  and  needs 
of  medically  underserved  populations,  especially  those  in  isolated 
rural  communities. 

The  committee  also  is  concerned  with  the  limited  resources  which 
the  Department  seems  to  have  devoted  to  the  development  and 
revision  of  the  National  Guidelines  for  Health  Planning.  During 
hearings  before  the  subcommittee  on  Health  and  the  Environment, 
for  example,  the  Department  testified  that  only  two  professional 
staff  members  were  assigned  to  this  important  task  on  a  full  time 
basis.  Yet  substantial  resources  are  necessary  in  order  to  carry  out 
the  required  functions  of  consulting  A^^ith  the  various  interest  groups, 
analyzing  the  health  plans  developed  at  the  State  and  area-^^ide  level, 
and  reviewing  the  adequacy  of  existing  guidelines  on  an  annual  basis. 
In  the  Committee's  view,  a  specific  unit  within  HEW,  adequately 
staffed  and  situated  organizationally  such  that  it  can  draw  upon  all 
the  appropriate  resources  of  the  Department,  should  be  designated 
and  charged  with  the  task  of  developing  additional  and  revising 
existing  national  guidelines. 

The  committee  is  also  generally  concerned  with  the  administration 
of  this  program  by  the  Department.  Of  the  14  sets  of  regulations  which 
the  Department  has  determined  are  needed  for  effective  implementa- 
tion of  Public  Law  93-641,  only  4  have  been  issued  in  final  form.  Per- 
sonnel problems  in  the  Bureau  of  Health  Planning  and  Resources  De- 
velopment and  the  Department's  personnel  and  other  administrative 
systems  hav€  caused  its  Bureau  Director  to  resign.  Few  of  the  employees 
working  on  the  planning  program  have  worked  in  health  planning 
agencies.  While  the  current  administration  has  accelerated  efforts  to 
implement  the  law,  a  number  of  problems  still  remain.  The  Commit- 
tee encourages  the  Department  to  move  rapidly  to  fill  the  Bureau  Di- 
rector's position  and  to  publish  the  regulation  necessary  to  implement 
the  program.  Plans  should  also  be  made  to  provide  existing  Bureau 
employees  with  the  opportunity  to  be  assigned  for  short  periods  to 
health  planning  agencies  and  to  recruit  health  planners  with  field  ex- 
perience to  work  in  the  Bureau. 
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NATIONAL  HEALTH  PRIORITIES 

The  bill  establishes  two  new  national  health  priorities.  The  first, 
''the  discontinuance  of  duplicative  or  unneeded  services  and  facili- 
ties", underlines  the  Committee's  concern  with  excess  health  facility 
capacity.  The  development  of  facilities  and  services  when  they  are  not 
needed  or  which  result  in  underutilization  of  existing  services  or  facil- 
ities adds  to  health  care  costs.  Studies  indicate  that  the  nation  may 
have  as  many  as  100,000  excess  hospital  beds.  Health  Planning  agen- 
cies must  address  this  issue. 

The  second  priority  underscores  the  Committee's  intent  that  the 
health  planning  system  establish  and  seek  to  implement  cost  contain- 
ment goals  and  objectives.  This  priority  calls  for  ''the  adoption  of 
policies  that  will  contain  rapidly  rising  costs  of  health  care  delivery, 
insure  more  appropriate  use  of  health  care  services,  and  promote 
greater  efficiency  in  the  health  care  delivery  system."  The  Com- 
mittee recognizes  that  cost  containment  objectives  must  be  balanced 
against  access  and  quality  objectives.  However,  the  Committee  is  con- 
cerned that  some  HSAs  have  not  established  cost  containment  as  a 
priority  and  thus  have  not  given  it  adequate  consideration. 

DESIGNATION  OF  HEALTH  SERVICE  AREAS 

The  reported  bill  would  allow  the  Secretary  to  redesignate  the 
boundaries  of  an  existing  health  service  area  if  he  determines  after 
a  public  hearing  that  (1)  the  area  is  no  longer  appropriate  for  effective 
health  planning,  and  development,  (2)  the  new  area  would  be  ap- 
propriate, and  (3)  the  new  area  better  meets  at  least  one  of  the  other 
requirements  of  the  law.  These  include  requirements  that  the  area 
include  at  least  one  center  for  the  provision  of  highly  specialized 
services;  be  of  a  certain  minimum  population;  and  be  appropriately 
coordinated  with  PSRO  area  boundaries,  existing  regional  planning 
areas,  and  State  planning  and  administrative  areas.  In  addition,  all 
area  boundaries  must  also  take  into  account  economic  or  geographic 
barriers  to  the  receipt  of  service  in  nonmetropolitan  areas;  and  must 
include  an  entire  standard  metropolitan  statistical  area  unless  an  ex- 
ception is  granted.  The  committee  expects  that  a  hearing  would  be 
held  in  the  area  to  be  affected  by  the  redesignation  proposal. 

In  reviewing  this  section  of  the  current  law,  the  committee  found 
that  the  current  test  for  area  redesignation  is  difficult  to  meet.  It 
allows  the  Secretary  to  redesignate  areas  only  if  the  existing  area  no 
longer  satisfies  the  area  designation  requirements.  The  committee's 
amendment  would  allow  area  redesignation  where  the  existing  area 
no  longer  is  appropriate  for  effective  health  planning  and  a  new  area 
would  better  satisfy  the  requirements  of  the  act. 

The  committee's  intent  regarding  redesignation  though,  is  un- 
changed, a  health  service  area  boundary  should  be  altered  only  when 
absolutely  necessary  and  on^y  after  the  Secretary  balances  the  costs 
of  redesignation  (in  terms  of  disruption  to  the  health  planning  process, 
nonproductive  changes  in  governing  body  membership,  or  erosion  of 
local  support  for  health  planning)  against  any  potential  benefits  from 
such  redesignation.  The  committee  expects  that  redesignation  will 
occur  in  rare  circumstances  where  there  is  no  doubt  that  positive  bene- 
fits will  accrue  for  health  planning  in  the  area. 
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The  bill  would  allow  the  Governor  of  an  affected  State  to  request 
the  division  of  an  interstate  standard  metropolitan  statistical  area 
into  two  or  more  health  service  areas.  The  Committee  expects  that 
if  a  Governor  so  requests,  the  request  will  receive  the  same  careful 
evaluation  as  would  any  other  redesignation  request.  The  Committee, 
however,  would  reiterate  its  expectation  that  approval  of  such  a 
request  would  occur  only  rarely,  as  it  believes  that  one  of  the  most 
important  criteria  for  area  designation  or  redesignation  is  the  require- 
ment that  a  standard  metropolitan  statistical  area  be  entirely  within 
the  boundaries  of  one  health  service  area. 

The  reported  bill  also  adds  the  Commonwealth  of  Puerto  Rico  to 
the  States  and  territories  eligible  under  section  1536  which  provides 
that  no  health  service  area  or  HSA  need  be  established  and  permits 
the  SHPDA  to  perform  the  functions  of  the  HSA. 

DESIGNATION  OF  HEALTH  SYSTEMS  AGENCIES 

The  reported  bill  would  increase  the  role  of  Governors  in  the  HSA 
designation  process  by  providing  that  the  Secretary  give  priority  to 
any  application  which  has  been  recommended  for  approval  by  a 
Governor.  It  is  the  committee's  intent  that  while  each  Governor's 
recommendation  should  be  given  considerable  weight,  the  Secretary 
must  make  the  designation  decision  based  on  his  overall  assessment 
of  the  applicant's  capability  of  fulfilling  the  requirements  and  per- 
forming the  functions  of  a  healthy  systems  agency. 

The  bill  requires  that  the  SHPDA  be  given  the  opportunity  to 
comment  upon  the  performance  of  an  HSA  and  make  recommenda- 
tions as  to  whether  conditions  should  be  added  to  an  HSA's  renewal 
agreement.  Recommendations  should  focus  on  the  way  in  which  an 
HSA  carries  out  its  functions  and  on  its  ability  to  work  together  with 
other  HSA's  and  the  State  to  provide  for  effective  health  planning. 
Unless  HSA's  work  together  with  the  State  in  developing  health  plans 
and  in  carrying  out  certificate  of  need  and  other  review  activities,  a 
rational  system  of  planning  and  development  cannot  be  implemented. 

It  is  the  committee's  intent  that  while  each  Governor's  recom- 
mendation should  be  given  considerable  weight,  the  Secretary  must 
make  the  designation  decision  based  on  his  overall  assessment  of  the 
applicants  capability  of  fulfilling  the  requirements  and  performing 
the  functions  of  a  health  systems  agency. 

The  reported  bill  authorizes  the  Secretary  to  enter  into  an  agreement 
with  a  fully  designated  HSA  for  a  period  of  up  to  36  months  rather  than 
annually.  The  committee  believes  that  it  is  unproductive  for  every 
HSA  to  be  subject  to  an  annual  detailed  review  and  that  necessary 
monitoring  of  an  HSA's  performance  can  be  accomplished  through 
regular  reporting  requirements.  For  those  fully  designated  HSA's 
which  are  still  expanding  or  developing  their  programs,  the  committee 
expects  the  Secretary  to  use  a  designation  period  of  one  to  two  years 
so  that  HEW  can  effectively  monitor  performance;  but,  as  these 
HSAs  mature  and  reach  an  appropriate  level  of  performance,  the 
committee  expects  that  their  designation  agreements  will  be  for  three 
years.  The  extension  of  the  current  12-month  designation  period  for 
up  to  three  years  is  intended  to  provide  the  HSA  with  a  sense  of 
permanence  and  to  enable  it  to  focus  its  attention  on  its  planning  and 
development  functions. 
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The  committee's  bill  also  sets  forth  a  process  for  the  Secretary  to 
terminate  an  agreement  with  an  HSA  if  it  does  not  comply  with  the 
provisions  of  the  agreement.  This  process  requires  the  Secretary  to 
consult  with  the  Governor  and  the  SHCC,  give  the  HSA  adequate 
notice  of  the  intention  to  terminate  the  designation  agreement,  and 
provide  the  HSA  with  a  reasonable  opportunity  for  a  hearing. 

LIMITS  ON  DESIGNATED  AGENCIES 

The  reported  bill  allows  the  Secretary,  in  cases  in  which  an  HSA 
is  not  adequately  performing  its  functions  or  meeting  the  requirements 
of  the  Act,  to  renew  its  designation  agreement  with  conditions  limiting 
the  Agency's  functions  or  budget. 

For  example,  if  the  Secretary  finds  that  a  fully  designated  agency 
is  not  adequately  revising  or  updating  its  health  systems  plan,  he  may 
prohibit  the  HSA  from  making  awards  out  of  its  area  health  services 
development  fund.  Similarly,  if  an  agency  has  not  developed  adequate 
criteria  procedures  for  review,  the  Secretary  may  limit  the  agency's 
authority  to  carry  out  certain  review  functions.  This  provision  allows 
the  Secretary  to  assure  compliance  with  the  requirements  of  the  act 
prior  to  taking  such  severe  action  as  terminating  the  designation 
agreement. 

PLANNING  GRANTS 

The  committee's  bill  would  increase  the  minimum  grant  for  an  HSA 
in  fiscal  year  1979  to  $200,000,  $215,000  in  fiscal  year  1980  and 
$220,000  in  fiscal  year  1981.  It  also  authorizes  the  Secretary  to  use  up 
to  5  percent  of  the  appropriation  for  HSA  planning  grants  to  increase 
the  budgets  of  those  HSA's  which  have  extraordinary  expenses  which 
cannot  be  met  from  their  existing  grants.  Such  expenses  might  include 
travel  by  staff  and  board  members  in  a  health  service  area  which 
covers  many  square  miles  or  is  rural,  a  bi-state  HSA's  participation 
in  the  activities  of  more  than  one  State,  the  development  and  oper- 
ation of  subarea  concils  in  health  service  areas  which  are  rural,  and 
unusual  or  extraordinary  legal  expenses,  including  those  incurred  by 
an  HSA  in  defending  against  a  lawsuit  brought  against  the  agency  or 
any  of  its  governing  body  members  or  staff  in  connection  with  the 
performance  of  their  official  duties. 

The  bill  would  change  the  existing  HSA  funding  formula  to  one 
which  recognizes  economies  of  scale.  The  bill  provides  for  an  HSA  to 
receive  $.70  per  capita  for  its  first  million  population,  $.50  per  capita 
for  its  second  million  population  and  $.30  per  capita  for  any  popula- 
tion over  2  million.  In  addition,  each  HSA  would  be  required  to  submit 
its  budget  to  the  Secretary  for  a  determination  of  its  appropriateness. 
The  Secretary  is  expected  to  evaluate  carefully  the  amount  provided 
by  the  formula  and  assure  that  it  can  be  put  to  good  use  by  the  HSA. 
If  the  Secretary  determines  that  the  total  amount  provided  by  the 
formula  is  not  needed  by  the  agency,  the  amount  of  the  grant  may 
be  reduced.  Any  funds  that  accrue  from  such  reductions  would  be 
redistributed  to  the  remaining  agencies  by  formula.  The  committee 
is  concerned  that  the  Secretary  not  use  this  budget  reduction  mecha- 
nism in  an  arbitrary  or  puntivie  manner.  Any  HSA  whose  budget  is 
proposed  to  be  reduced  should  have  an  opportunity  to  present  its 
views  to  the  Department  prior  to  any  action  being  taken. 
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The  committee  proposal  would  authorize  the  Secretary  to  match 
non-Federal  contributions  to  HSA's  regardless  of  the  size  of  their 
planning  grants.  Existing  law  does  not  provide  for  matching  of  non- 
Federal  funds  acquired  by  agences  at  the  minimum  funding  level.  In 
the  Committee's  view,  all  agencies  should  have  non-Federal  funds 
matched  on  an  equal  basis. 

CARRYOVER  OF  GRANT  FUNDS 

The  proposed  legislation  provides  that  if  a  HSA  or  SHPDA  re- 
ceiving a  planning  grant  or  an  entity  of  the  State  receiving  grants  for 
rate  regulation  have  unobligated  funds  at  the  end  of  a  fiscal  year, 
those  funds  may  be  used  in  the  following  year  as  long  as  the  designa- 
tion agreement  or  grant  remains  in  effect.  However,  if  the  Secretary 
finds  that  the  amount  of  any  carryover  of  funds  plus  the  amount  of 
the  formula  grant  for  the  succeeding  year  results  in  a  budget  which  is 
excessive  or  provides  funds  to  an  agency  which  it  cannot  effectively 
use,  the  Committee  expects  the  Secretary  to  make  an  appropriate 
reduction  in  the  succeeding  year's  grant. 

MEMBERSHIP  REQUIREMENTS 

The  reported  bill  makes  a  number  of  changes  in  the  membership 
requirements  for  HSA  governing  bodies.  The  legislation  allows  for  the 
overrepresentation  of  rural  areas  by  providing  that  the  HSA  member- 
ship shall  include  a  percentage  of  individuals  who  reside  in  nonmetro- 
politan  areas  which  is  at  least  equal  to  the  percentage  of  the  population 
of  the  health  service  area  of  residents  of  those  areas.  In  doing  so,  the 
Committee  notes  the  importance  of  having  broad  geographic  repre- 
sentation on  HSA  governing  bodies. 

The  bill  clarifies  that  public  elected  officials  and  other  representa- 
tives of  general  purpose  local  government  are  to  be  represented  on  an 
HSA  governing  body.  This  provision  will  assure  that  units  of  local 
government,  through  their  elected  leadership,  have  the  right  to 
appoint  representatives  to  the  HSA  governing  body.  Such  members 
can  be  included  as  either  consumers  or  providers  depending  upon  the 
applicability  of  the  definition  of  provider  of  health  care  to  that 
individual. 

The  Committee  explicitly  considered  and  rejected  a  proposal  to 
establish  a  fixed  percentage  requirement  for  local  elected  officials. 
Instead,  each  health  systems  agency  should  seek  an  appropriate  level 
of  involvement  of  public  elected  officials  in  the  planning  process  by 
having  public  elected  officials  serve  on  the  HSA  governing  body  or 
appoint  representatives  to  it,  or  both. 

A  number  of  changes  have  been  made  in  the  classification  of  con- 
sumers on  an  HSA  governing  body.  A  provision  is  added  to  clarify 
that  labor  organizations  are  to  be  included  among  the  major  purchasers 
of  health  care  who  are  required  to  be  represented  on  the  HSA  govern- 
ing body.  In  addition  a  consumer  majority  may  include  persons  who 
in  the  last  twelve  months  had  been  classified  as  indirect  providers  of 
health  care.  This  change  has  been  made  to  allow  bona  fide  consumers 
who  are  serving  on  the  boards  of  health  care  delivery  organizations 
to  leave  those  boards  and  be  immediately  qualified  as  consumers  for 
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the  purposes  of  the  HSA  governing  body  criteria.  In  addition,  those 
who  are  members  of  the  immediate  family  of  a  provider,  with  the 
exception  of  the  provider  spouse,  or  who  are  board  members  of  volun- 
tary health  organizations  which  do  not  have  as  their  primary  purpose 
the  delivery  of  health  care,  the  conduct  of  research,  or  the  conduct  of 
health  professional  training,  are  no  longer  included  under  the  definition 
of  provider. 

An  amendment  was  also  approved  that  would  require  that  all  HSA 
appointed  subcommittees  and  advisory  groups  have  consumer  majori- 
ties. Other  provisions  of  this  bill  seek  to  enhance  the  ability  of  con- 
sumer members  to  participate  actively  in  an  HSA's  activities.  Even 
though  some  committees  will  deal  with  highly  technical  issues  in  which 
consumers  may  not  have  the  requisite  expertise,  the  committee,  never- 
theless, feels  that  their  participation  will  serve  an  important  educa- 
tional function.  However,  the  committee  does  not  intend  this  provision 
to  be  interpreted  to  prohibit  HSA's  from  obtaining  advice  or  assistance 
from  non-HSA  advisory  groups  or  medical  or  scientific  organizations  or 
panels,  such  as  the  local  Professional  Standards  Review  Organization. 
The  committee  notes  that  committees  and  advisory  groups  can  be 
made  up  of  both  governing  body  members  and  non-members  and  that 
it  is  the  Committee's  intent  that  committees  and  advisory  groups  be 
used  as  a  vehicle  to  encourage  broad  particpation  in  the  activities  of 
the  HSA. 

Likewise,  the  committee  proposal  makes  a  number  of  changes  in  the 
defi[Qition  and  requirements  for  provider  representation.  The  bill 
requires  provider  members  of  the  HSA  to  be  residents  of,  or  have  their 
principal  place  of  business  in  the  health  service  area.  It  requires  the 
dean  of  at  least  one  school  of  medicine  or  his  representative  to  par- 
ticipate on  the  governing  body  if  there  is  such  a  school  in  the  area. 
It  also  makes  provision  for  the  participation  of  at  least  one  person 
engaged  in  the  administration  of  a  hospital  to  serve  on  the  HSA. 
Since  hospitals  are  the  major  focus  of  health  planning  and  review 
activities,  the  committee  feels  strongly  that  a  hospital  representative 
participate  in  the  planning  process.  Under  the  proposed  legislation, 
one  half,  rather  than  one  third,  of  the  provider  representatives  of  the 
governing  body  must  be  direct  providers  of  health  care.  In  doing  so, 
the  committee  underlined  the  importance  of  having  a  broad  range  of 
individuals  who  are  directly  involved  in  the  provision  of  health  care 
services,  both  physical  and  mental,  actively  involved  in  the  planning 
process.  In  instances  in  which  a  Veterans'  Administration  representa- 
tive is  required  to  be  on  the  HSA  governing  body,  the  HSA  may  in- 
crease the  size  of  its  governing  bodjr  or  executive  committee  by  one. 
Finally,  the  committee  proposal  clarifies  the  definition  of  provider  by 
deleting  the  notion  of  indirect  provider.  However,  the  category  of 
direct  provider  as  a  subset  of  the  provider  definition  would  be  retained. 
The  committee  notes  that  the  providers  specified  in  amended  section 
1531  (3)  (A)  are  only  illustrative  of  those  who  should  be  included  in 
health  planning  as  direct  providers. 

The  committee  received  testimony  that  clarification  of  the  language 
in  the  law  which  requires  that  the  consumer  members  of  the  HSA 
governing  body  shall  be  broadly  representative  of  the  social,  economic, 
linguistic  and  racial  populations,  and  geographic  areas  of  the  health 
service  area  was  necessary.  The  committee  did  not  adopt  this  sugges- 
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tion  because  it  felt  that  the  term  ''broadly  representative"  aptly 
expressed  its  intent  on  this  matter. 

In  the  committee's  view,  the  consumer  majority  of  an  HSA  govern- 
ing body  is  ''broadly  representative"  if  the  HSA  identifies  the  major 
social,  economic,  linguistic,  racial  and  geographic  subgroups  of  its 
population  and  assures  that  the  perspective  of  each  is  represented. 
Major  purchasers  of  health  care,  including  labor  organizations, 
should  also  be  represented.  Appropriate  representation  does  not 
require  a  quota  of  members  of  each  subgroup  nor  that  each  subgroup 
be  represented  in  proportion  to  its  percentage  of  the  population,  but 
it  does  require  more  than  token  representation  of  each  subgroup  which 
composes  a  substantial  percentage  of  the  population.  To  be  a  repre- 
sentative of  a  group,  an  individual  should  be  a  member  of  the  popula- 
tion group,  or  if  not  a  member  of  the  group,  have  been  selected  or 
nominated  by  members  of  the  group.  The  committee  notes  the  testi- 
mony which  was  presented  which  indicated  that  racial  minority  and 
low  income  persons  are  presently  not  adequately  represented  on  some 
HSA  governing  bodies.  The  committee  is  particularly  concerned  that 
HSAs  attain  appropriate  representation  of  these  groups  because  they 
often  have  significant  problems  of  access  to  health  care  services. 

The  committee  is  satisfied  with  the  term  broadly  representative  even 
though  it  does  not  establish  a  precise  standard  of  performance  be- 
cause each  HSA  must  have  considerable  flexibility  in  developing  its 
governing  body.  HEW  should  monitor  each  HSA's  performance  in 
complying  with  this  requirement  and  use  its  judgment  to  determine 
whether  the  consumer  members  of  the  governing  board  are  broadly 
representative  of  the  population  in  the  area. 

GOVERNING  BODY  SELECTION 

The  reported  bill  requires  that  the  HSA  establish  a  process  for  the 
selection  of  its  members  that  provides  an  opportunity  for  broad 
participation  by  the  residents  of  the  health  service  area.  While  leaving 
the  selection  mechanism  up  to  each  HSA,  the  method  chosen  would 
have  to  assure  that  nominations  and  selections  for  at  least  one-half 
of  both  consumer  and  provider  members  on  the  governing  body  will 
not  be  made  by  the  governing  body. 

The  Committee  is  concerned  that  those  who  desire  to  become  in- 
volved in  the  health  planning  process  have  an  opportunity  to  do  so. 
Concern  was  also  expressed  that  the  existing  law  would  permit  a  small 
group  of  individuals  to  maintain  control  of  an  HSA.  This  amendment 
seeks  to  prohibit  a  self-perpetuating  governing  body  by  assuring  that 
the  selection  process  is  an  open  one  and  that  the  existing  governing 
body  does  not  control  it.  A  number  of  mechanisms  are  open  to  the 
HSA  to  meet  this  requirement  and  the  committee  feels  strongly  that 
each  HSA  should  have  the  flexibility  to  choose  the  process  that  is  best 
for  its  area.  Examples  would  include  the  following: 

1.  Direct  appointment  to  the  HSA  by  local  consumer  or  provider 
organizations,  or  local  elected  ofiicials; 

2.  Selection  of  members  by  subarea  councils; 

3.  Selection  by  the  members  of  a  membership  corporation;  and 

4.  Direct  election. 
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The  conunittee  recognizes  the  difficulty  of  estabHshing  these  selec- 
tion processes  and  at  the  same  time  meeting  the  other  requirements  of 
the  act,  such  as  the  requirement  that  the  consumer  members  of  the 
HSA  be  broadly  representative  of  the  population  served.  It  is  the 
expectation  of  the  Committee  that  an  HSA  use  one  or  a  combination 
of  these  or  other  methods  to  select  half  the  members  of  its  board  and 
then  fill  the  remaining  vacancies  to  meet  the  other  representational 
and  related  requirements  of  the  Act.  It  is  the  Committee's  intent  that 
each  HSA  implement  this  new  requirement  as  vacancies  occur  on  its 
governing  body,  thus  avoiding  disruption  on  the  planning  process. 

RESPONSIBILITIES  OF  GOVERNING  BODIES 

The  reported  bill  seeks  to  better  define  the  relationship  in  a  public 
health  system  between  public  regional  planning  body  or  a  unit  of 
general  purpose  local  government  and  its  separate  governing  body 
for  health  planning.  In  these  22  existing  HSA's  the  public  board  would 
have  responsibility  for  the  establishment  of  personnel  rules  and  prac- 
tices for  the  staff  of  the  agency  and  for  the  agency's  budget  unless 
such  functions  are  specifically  delegated  to  the  governing  body  for 
health  planning.  The  bill  also  provides  that  the  public  board  shall 
appoint  the  members  of  the  governing  body  for  health  planning  and 
may  approve  the  health  plans  developed  by  that  governing  body. 

The  committee  feels  that  in  a  public  HSA,  the  public  body  should 
have  overall  responsibility  for  the  budget  and  personnel  rules  and 
have  the  ability  to  approve  the  agency's  basic  policy  documents,  that 
is  the  health  systems  plan  and  agency  implementation  plan.  The 
separate  governing  body  for  health  planning  would  have  authority 
to  carry  out  all  other  functions. 

The  Committee  rejected  the  proposal  that  the  public  body  be- 
come involved  in  individual  project  review  decisions  or  serve  as  an 
appeal  body  on  decisions  made  by  the  separate  governing  body  for 
health  planning.  The  Committee  recognizes  the  potential  for  conflict 
between  economic  development  goals  of  a  community  and  sound 
health  planning  within  a  public  health  systems  agency.  Health  plan- 
ning has  been  established  so  that  there  will  be  adequate  but  not  excess 
health  services  and  facilities  within  a  community.  For  health  plan- 
ning the  notion  of  more  is  not  always  better.  The  Committee  is  con- 
cerned that  a  public  HSA  may  have  a  tendency  to  place  priority 
on  economic  development  or  other  goals  to  the  detriment  of  the  estab- 
lishment of  an  efficient  and  cost  effective  health  care  delivery  system. 
The  Committee  expects  the  Secretary  to  monitor  public  HSAs  par- 
ticularly in  light  of  the  bills  proposed  changes  allowing  the  public  board 
of  a  public  HSA  to  exert  more  influence  over  the  planning  process  and 
to  assure  that  appropriate  health  planning  goals  and  objectives  are 
those  used  for  health  planning  decisions. 

The  committee  bill  also  requires  that  a  health  systems  agency  which 
chooses  to  have  a  governing  body  of  more  than  30  members  establish 
an  executive  committee  which  has  authority  to  take  action  for  the 
governing  body  that  is  composed  of  not  less  than  10  nor  more  than 
30  members. 
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MEETINGS  AND  RECORDS 

The  reported  bill  modifies  existing  law  such  that  the  HSA,  the 
SHPDA  and  the  Statewide  Health  Coordinating  Council  will  not  be 
required  to  conduct  those  portions  of  business  meetings  dealing  with 
personnel  matters  in  public,  and  records  and  data  on  agency  personnel 
will  not  have  to  be  made  available  to  the  public.  The  existing  law  has 
very  broad  sunshine  provisions  requiring  the  HSA  and  other  planning 
entities  to  conduct  business  meetings  in  public  and  to  make  its  records 
and  data  available,  upon  request,  to  the  public.  This  provision  has 
made  it  difficult  for  some  agencies  to  develop  and  carry  out  policies 
with  respect  to  personnel,  including  decisions  related  to  the  hiring 
and  firing  of  agency  staff. 

At  the  same  time,  the  reported  bill  extends  the  sunshine  provision 
to  all  units  of  the  HSA.  It  provides  that  any  executive  committee  or 
other  entity  appointed  by  the  governing  body  shall  conduct  its  business 
meetings  (other  than  those  parts  of  meetings  which  involve  matters 
respecting  personnel  of  the  agenc}^  in  public;  give  adequate  notice 
of  its  meetings  to  those  persons  who  have  requested  such  notice; 
and  make  its  records  and  data  (other  than  data  and  records  on 
personnel)  available  upon  request  to  the  public.  The  Committee 
wishes  to  point  out  that  the  provision  for  public  notice  of  meetings 
of  the  executive  committee  and  other  committees  requires  that 
adequate  notice  of  its  meeting  be  given  only  to  those  persons  who 
requested  such  notice.  The  Committee  believes  that  sending  a  news- 
letter to  those  persons  who  have  requested  or  shown  an  interest  in 
the  HSA's  meetings  should  be  adequate  to  carry  out  this  new  provision 
of  the  bill. 

SUPPORT  AND  REIMBURSEMENT  FOR  MEMBERS  OF 
GOVERNING  BODIES 

The  bill  requires  each  HSA  to  establish  a  program  for  providing 
assistance  to  members  of  its  governing  body,  executive  committee 
and  other  committees  to  enhance  their  decisionmaking  abilities. 
Such  a  program  would  include  a  mechanism  to  determine  the  needs 
of  the  members  as  well  as  a  plan  and  mechanism  for  meeting  those 
needs  including  the  provision  of  training  and  continuing  education. 
In  the  development  of  its  program,  an  HSA  should  recognize  the 
differing  needs  which  consumers  and  providers  may  have  for  support 
and  training. 

In  addition,  the  bill  requires  that  at  least  one  member  of  the  HSA 
staff  be  designated  as  having  responsibility  for  assuring  that  the 
consumer  members  of  the  governing  body  are  provided  such  assistance. 
The  committee  feels  that  this  is  an  important  responsibility  given 
that  consumers  generally  have  less  familiarity  with  health  care  issues 
and  medical  practices  than  provider  members  of  the  board.  However, 
the  Committee  recognizes  that  in  many  agencies  the  staff  members 
assigned  this  responsibility  will  have  other  functions  to  perform.  In 
carrying  out  this  function  the  staff  assigned  this  responsibility  might, 
for  example,  provide:  Members  with  special  analyses  of  plans  or 
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project  applications  highlighting  important  issues  of  concern  to 
consumers;  special  sessions  for  consumer  members  before  or  after 
meetings  to  review  issues  of  importance  to  consumers;  special  readings 
or  special  training  sessions  designed  to  meet  articulated  needs  of 
consumer  members  of  the  HSA. 

The  reported  bill  also  provides  that  an  HSA  can  make  advances  to 
HSA  members  to  cover  costs  incurred  in  attending  governing  body 
meetings.  The  committee  recognizes  the  extensive  time  and  effort 
which  governing  body  members  must  expend  in  carrying  out  their 
responsibilities  and  feel  that  financial  barriers  or  disincentives  should 
be  moved  in  order  to  maximize  active  participation  of  all  members.  If 
financial  barriers  are  limiting  participation  in  committees  and  on  task 
forces,  an  HSA  may  want  to  extend  this  policy,  perhaps  on  a  selective 
basis,  to  meetings  of  these  groups  as  well. 

CONFLICTS  OF  INTERESTS 

The  reported  bill  requires  that  no  member  of  an  HSA  governing 
body  or  any  of  its  subunits  may  vote  on  project  or  institutional 
reviews  with  which  the  member  has  a  substantial  ownership,  employ- 
ment, fiduciary,  contractual,  creditor,  or  consul tive  relationship.  Each 
member  who  has  or  has  had  such  a  relationship  shall  make  a  written 
disclosure  of  such  relationship  before  any  action  is  taken  on  the  matter 
and  shall  make  such  relationship  public  during  the  meeting  in  which 
action  is  taken.  Similar  provisions  are  added  for  the  Statewide  Health 
Coordinating  Council. 

The  Committee  feels  that  it  is  important  that  all  those  who  have 
or  have  had  a  conflict  of  interest  in  a  matter  before  the  Agency  should 
declare  that  conflict  and  make  it  public  in  all  matters  before  the 
agency.  The  applicability  of  the  prior  relationship  conditions  should 
be  limited  to  a  reaonable  period  of  time  by  the  Secretary  in  regulation. 
In  addition,  in  carrying  out  the  review  functions  (certificate  of  need, 
review  and  approval  of  proposed  uses  of  Federal  funds,  and  appro- 
priateness review),  a  member  with  a  conflict  of  interest  would  be 
prohibited  from  voting.  The  committee  also  recognizes  that  some 
agencies  will  desire  to  carry  this  policy  further  by  requiring  that  those 
who  have  a  competitive  relationship  with  an  institution  whose  pro- 
posal is  under  review  disclose  such  relationship  and  prohibiting  such 
individuals  from  voting  on  the  proposal. 

STAFF  EXPERTISE 

The  proposed  legislation  recognizes  two  additional  types  of  staff 
expertise  which  each  HSA  should  attempt  to  procure.  These  include 
expertise  in  financial  and  economic  analysis  and  knowledge  of  the 
prevention  of  disease  and  other  public  health  matters.  The  Committee, 
however,  recognizes  that  in  some  of  the  minimally  funded  or  small 
agencies  it  may  not  be  possible  to  acquire  or  include  staff  members  with 
such  knowledge  and  skill.  In  such  cases,  the  HSA  should  provide  an 
explanation  to  the  Secretary  with  respect  to  its  inability  to  carry  out 
this  provision. 
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HEALTH  PLAN  REQUIREMENTS 

The  reported  bill  requires  that  a  SHPDA  determine,  after  con- 
sultation with  the  Statewide  Health  Coordinating  Council,  the  needs 
of  the  State  which  are  statewide.  It  further  requires  that  each  HSA 
in  the  development  of  its  health  systems  plan  develop  goals  which 
are  responsive  to  these  statewide  health  needs. 

The  committee  believes  that,  just  as  there  is  the  requirement  under 
current  law  for  the  Secretary  to  establish  National  Health  Planning 
Guidelines,  each  State  should  articulate  State  health  policy  which 
reflects  its  statewide  health  needs.  In  the  plan  development  process 
each  HSA  should  take  such  policy  into  account  as  it  does  the  National 
Health  Planning  Guidelines.  It  is  the  committee's  expectation  that 
the  articulation  of  statewide  health  needs  would  build  upon  the  Na- 
tional Guidelines;  however,  they  should  also  address  problems  and 
policy  issues  that  are  unique  to  the  specific  State.  It  is  the  Committee's 
hope  that  this  articulation  of  statewide  health  needs  wiU  reflect  a 
Governor's  State  health  policy  and  that,  in  the  development  of  that 
policy,  the  SHPDA  will  adequately  involve  other  agencies  of  State 
government  which  are  responsible  for  the  development  and  delivery 
of  health  services. 

The  bill  also  provides  that  the  Governor  of  the  State  can  disapprove 
the  State  health  plan.  However,  the  Governor's  disapproval  of  the 
plan  would  be  limited  to  cases  where  the  plan  does  not  effectively 
meet  the  established  statewide  health  needs.  If  the  plan  is  disap- 
proved, the  Governor  is  required  to  make  public  a  detailed  statement 
of  the  basis  for  his  determination  that  the  plan  does  not  meet  state- 
wide needs  and  to  specify  the  changes  in  the  plan  which  are  needed. 

The  Committee  seeks  to  encourage  the  Governor  of  each  State  to 
become  more  actively  involved  in  the  health  planning  process.  This 
has  been  done  through  amendments  which  allow  the  State  to  establish 
State  health  policy  at  the  beginning  of  the  planning  cycle  in  the  form 
of  statewide  health  needs  and  then  to  allow  the  Governor  to  approve 
the  plan  or  disapprove  it  if  it  does  not  meet  those  needs. 

The  Committee,  however,  wants  to  assure  that  the  planning  process 
remains  one  emphasizing  local  planning  and  decisionmaking  and 
does  not  become  over  politicized  at  the  State  level.  Therefore,  the 
State  health  plan  which  is  made  up  of  HSPs  can  be  established  in  one 
of  three  difTerent  ways:  the  plan  can  be  approved  by  the  Governor 
following  SHCC  approval ;  the  plan  can  become  the  State  health  plan 
following  SHCC  approval  and  no  action  by  the  Governor  within  60 
days;  or  the  Governor  may  disapprove  the  State  health  plan  if  he 
finds  that  it  does  not  meet  predetermined  statewide  health  needs  and 
return  it  to  the  SHCC  for  reconsideration  and  approval,  specifying 
the  changes  in  the  plan  which  he  determines  are  needed.  In  the  latter 
case,  the  Committee  would  expect  a  process  of  negotiation  to  take 
place  with  the  SHCC  seriously  considering  the  Governor's  recommen- 
dation and  attempting  to  revise  the  health  plan  while  insuring  that 
the  integrity  of  the  health  systems  plans  is  maintained. 

The  proposed  legislation  removes  the  requirement  that  health  sys- 
tem plans  be  consistent  with  the  National  Guidelines  for  Health 
Planning.  It  is  the  committee's  expectation  that  each  HSA  will  seri- 
ously consider  and  take  into  account  the  National  Guidelines  for 
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Health  Planning,  but  that  if  it  has  unique  needs  or  resources  in  its 
area  that  require  an  adjustment  in  the  Guidelines,  the  HSA  will 
establish  a  goal  or  a  standard  that  varies  from  the  National  Guide- 
lines. In  doing  so,  the  HSA  shall  provide  to  the  SHPDA  and  the 
SHCC  a  statement  of  the  reasons  for  the  inconsistency. 

In  proposing  this  change,  the  committee  acknowledges  the  great 
concern  that  was  expressed  upon  initial  publication  of  the  National 
Guidelines  for  Health  Planning  in  September  of  1977.  There  was  much 
misunderstanding  about  the  purpose  and  impact  of  those  National 
Guidelines.  The  Guidelines  as  initially  published  were  not  clear  as  to 
the  conditions  which  would  allow  an  HSA  to  vary  from  them,  nor  were 
they  clear  as  to  whether  or  not  they  could  be  used  to  close  health 
facilities.  The  revised  Guidelines  published  January  went  a  long 
way  toward  clarifying  these  points  and  the  Guidelines  which  were 
published  as  final  regulations  on  March  28,  1978  make  it  clear  that  an 
HSA  can  adjust  the  Guidelines  to  meet  special  circumstances  in  its 
area.  The  Committee's  action  emphasizes  the  fact  that  the  Guidelines 
are  intended  to  be  benchmarks  which  the  health  planning  system  must 
consider  in  the  development  of  its  plans  but  are  not  rigid  standards  to 
which  HSAs  must  adhere.  Each  HSA  should  be  able  to  demonstrate 
that  it  has  considered  and  taken  into  account  the  National  Guidelines 
in  the  development  of  its  health  systems  plan  as  well  as  justify  to  the 
State  agency  any  inconsistency  with  the  guidelines.  The  Secretary 
in  reviewing  HSA  performance  should  determine  how  well  each  HSA 
has  considered  the  Guidelines  in  the  development  of  its  HSP  and  has 
justified  any  inconsistency  with  or  need  for  adjustment  from  the 
Guidelines. 

The  reported  bill  requires  that  both  the  HSP  and  the  AIP  contain 
estimates  of  the  resources  that  are  required  to  carry  out  the  goals  and 
objectives  which  they  contain.  The  HSP  and  the  AIP  shall  include 
statements  of  the  changes  (through  increases  or  reductions  or  both)  in 
personnel,  facilities,  and  other  resources  which  the  agency  determines 
are  required  to  meet  the  goals  or  objectives  of  the  plans.  In  complying 
with  this  provision,  it  is  the  Committee's  expectation  that  each  HSA 
will  examine  the  cost  and  resources  required  for  health  systems 
implementation  of  each  of  the  goals  or  objectives  selected.  It  is  hoped 
that  this  will  insure  that  the  HSA  will  develop  realistic  goals  and 
propose  reasonable  actions  to  achieve  them.  Where  a  specific  goal  or 
objective  calls  for  additional  resources,  the  HSA  should  attempt  to 
quantify  them  and  assess  the  community's  ability  to  provide  them. 
Similarly,  where  a  goal  or  objective  involves  the  reduction  of  existing 
capacity,  the  HSA  should  identify  the  extent  to  which  existing  facilities 
or  services  should  be  closed,  where  facilities  or  services  should  be  merged 
or  better  coordinated,  and  where  existing  facilities  should  be  converted 
to  other  uses.  The  Committee  recognizes  that  the  process  of  identify- 
ing excess  capacity  and  developing  of  recommendations  that  specific 
institutions  modify  or  cease  to  provide  ongoing  services  will  be 
controversial.  However,  the  Committee  feels  that  such  recommenda- 
tions must  be  made  if  the  system  of  health  planning  is  to  carry  out 
its  mandate  successfully. 

The  reported  bill  deletes  a  provision  of  existing  law  which  requires 
each  HSA  to  develop  and  publish  specific  plans  and  projects  for 
achieving  the  objectives  established  in  the  AIP.  The  Committee 
believes  that  this  level  of  detailed  planning  should  which  in  many 
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cases,  is  a  function  which  can  most  appropriately  be  carried  out  by 
those  organizations  and  institutions  which  have  responsibihty  for  the 
development  and  implementation  of  specific  programs,  not  be  required 
of  all  HSAs.  The  Committee  has  required  that  both  the  HSPs  and  the 
AIPs  become  more  detailed  and  include  statements  of  the  personnel, 
facilities,  and  other  resources  required  to  carry  out  the  goals  and 
objectives  which  they  contain.  Thus  this  added  detail  within  the 
HSP  and  the  AIP  makes  the  requirement  for  additional  specific  plans 
unnecessary.  The  Committee's  action,  however,  is  not  meant  to  pre- 
clude an  agency  from  developing  such  plans  or  carrying  out  such 
studies  as  are  needed  to  achieve  successful  implementation  of  its 
plans. 

In  establishing,  annually  reviewing,  and  amending  its  health  systems 
plan,  the  Committee  expects  each  health  systems  agency  to  consider 
the  special  needs  and  circumstances  of  those  health  resources  within  its 
health  service  area  which  serve  a  patient  community  extending  be3^ond 
its  health  service  area  jurisdiction.  For  example,  the  Mayo  Clinic  and 
the  Cleveland  Clinic  Foundation  and  many  other  centers  throughout 
the  country  draw  patients  from  all  parts  of  the  country  and  the  world. 
It  is  the  Committee's  intent  that  the  HSA  in  developing  its  plan 
provide  recognition  of  the  national  role  played  by  such  resources  in 
addition  to  the  role  such  health  resources  play  in  a  particular  health 
service  area. 

A  provision  is  added  to  clarify  that  the  development  and  establish- 
ment of  a  health  systems  plan  and  annual  implementation  plan  in  a 
health  service  area  which  includes  an  area  under  the  jurisdiction  of  an 
Indian  tribe  or  an  Alaska  Native  viUage  does  not  affect  the  authority 
of  that  tribe  or  village  to  establish  and  carry  out  a  health  plan  for 
the  Indian  health  programs  in  the  area  under  its  jurisdiction.  The 
committee  notes  that  the  Indian  Self-Determination  Act  (Public 
Law  93-6381),  and  the  Indian  Health  Care  Improvement  Act  (Public 
Law  94-434)  authorize  Indian  tribes  to  plan  for  the  health  services 
on  their  reservations.  Thus,  if  such  a  tribe  or  village  does  establish  a 
tribal-specific  health  plan,  that  plan  shall  be  included  in  the  health 
systems  plan  for  the  relevant  health  service  area  or  areas.  Indian 
tribes  have  expressed  concern  that  confusion  in  this  area  has  led  to 
conflict  between  some  tribes  and  HSAs  and  has  inhibited  full  tribal 
participation  in  the  health  planning  process.  It  is  the  Committee's 
hope  that  this  provision  will  establish  the  grounds  for  constructive 
working  relationships  between  an  HSA  and  any  tribes  or  villages 
which  are  located  in  its  health  service  area  and  result  in  improved 
health  planning  by  both  entities.  While  the  bih.  (section  121)  spe- 
cifically requires  the  Secretary  to  issue  regulations  respecting  the 
sharing  of  health  planning  data  between  the  health  systems  agency 
and  the  Indian  tribes  and  villages,  it  is  hoped  that  the  two  entities 
will  also  seek  other  ways  of  coordinating  their  activities. 

The  Committee  bill  also  adds  to  current  law  the  requirement  that, 
in  the  establishment  or  revision  of  its  AIP,  or  HSA  conduct  a  public 
hearing  on  the  plan  and  give  interested  persons  an  opportunity  to 
submit  their  views.  This  requirement  for  public  hearing  and  notifica- 
tion is  identical  to  that  required  for  the  establishment  of  the  HSP, 
and  it  is  the  Committee's  expectation  that  many  HSAs  would  obtain 
public  review  of  both  the  HSP  and  the  AIP  as  part  of  a  single  process. 
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The  Committee  proposal  also  requires  each  SHCC  to  establish  a 
uniform  format  for  HSPs  i^o  facilitate  the  process  of  meshing  the  HSPs 
into  a  state  health  plan.  This  requirement  is  not  designed  to  preclude 
an  HSA  from  experimenting  with  various  methods  of  expressing  its 
policy  for  improved  health  status  and  health  services  in  its  area. 
Rather,  the  intent  is  to  facilitate  plan  development  within  a  State 
by  having  the  SHCC  address  minimum  format  and  specify  minimum 
statistics  which  must  be  included  in  each  HSP.  The  Committee's 
expectation  is  that  the  HSAs  and  the  State  will  work  together  to 
establish  a  realistic  structure  for  the  plans  within  the  State. 

CRITERIA  AND  PROCEDURES  FOR  REVIEW 

The  Committee  proposal  adds  several  criteria  which  must  be 
considered  by  planning  agencies  in  the  process  of  adopting  standards 
for  review  of  proposed  health  services.  These  include  (1)  consideration 
of  the  effect  of  the  means  proposed  for  the  delivery  of  such  new 
services  on  the  clinical  needs  of  health  professions  training  programs 
in  the  area  in  which  the  services  are  to  be  provided;  (2)  if  such  services 
are  to  be  available  in  a  limited  number  of  facilities,  the  extent  to  which 
health  professions  schools  in  the  area  will  have  access  to  the  services 
for  training  purposes;  (3)  the  extent  to  which  such  proposed  services 
will  be  accessible  to  all  the  residents  of  the  area  to  be  served  by  such 
services;  (4)  and  the  efficiency  and  appropriateness  of  use  of  existing 
services  and  facilities  similar  to  those  being  proposed. 

These  four  considerations  address  three  specific  concerns.  The  first 
is  the  need  for  the  planning  agency  to  consider  in  its  project  review 
activities  the  clinical  needs  of  health  manpower  education.  The 
Committee  strongly  believes  that  projects  should  not  be  approved 
based  solely  on  training  needs  but  should  be  based  upon  the  needs  of 
the  area's  consumers  for  a  new  health  service.  Given  that  an  area 
needs  a  particular  health  service,  the  Committee  believes  that  health 
planning  and  resource  development  objectives  can  be  most  cost 
effectively  served  by  providing  that  a  health  service,  when  appropriate, 
may  serve  as  a  medical  care,  medical  education,  and  medical  research 
resource.  All  services  need  not  support  medical  education,  but  enough 
services  should  be  for  the  training  of  health  professionals  so  that 
duplicatives  services  are  not  required  to  be  developed  primarily  for 
educational  purposes. 

Second,  the  planning  agency  should  consider  whether  or  not  health 
services  will  be  available  to  all  of  the  residents  of  an  area  in  need  of 
such  services.  The  Committee  included  this  criterion  because  it 
received  disturbing  testimony  that  the  services  of  numerous  health 
care  institutions  are  not  accessible  to  some  racial  and  lower  income 
groups.  The  Committee  notes  that  such  alleged  discrimination  or  selec- 
tive admissions  is  in  violation  of  title  VI  of  the  Civil  Rights  Act  and,  in 
institutions  which  have  received  Federal  construction  support  under 
titles  VI  or  XVI  of  the  Public  Health  Service  Act;  does  not  comply 
with  assurances  made  hj  the  institution  that  the  facility  will  be 
available  to  all  persons  residing  or  employed  in  the  areas  served  by  the 
facility,  and  potentially  does  not  comply  with  assurances  made  by  the 
institution  that  a  reasonable  volume  of  services  will  be  made  available 
to  persons  who  are  unable  to  pay  for  them.  This  criterion  expresses  the 
Committee's  belief  that  one  of  the  primary  purposes  of  the  planning 
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program  is  to  increase  and  improve  access  to  health  care  services.  It 
requires  the  HSA  to  be  cognizant  of  and  thoroughly  consider  all 
circumstances,  including  those  cited  above,  which  pose  barriers  to 
access  to  health  care  services  or  facilities  in  the  area.  In  implementing 
this  criterion,  though,  the  Committee  does  not  intend  or  expect  an 
HSA  to  carry  out  the  department  enforcement  or  compliance  responsi- 
bilities under  title  VI  of  the  Civil  Rights  Act  or  titles  VI  and  XVI  of  the 
Public  Health  Service  Act. 

Third,  the  planning  agency  in  approving  a  new  service  or  facility 
should  specifically  consider  the  efficiency  and  appropriateness  of  the 
use  of  existing  services  and  facilities  similar  to  that  proposed.  This 
criterion  is  designed  to  assure  that  prior  to  adding  a  new  facility  or 
service  the  agency  adecjuately  consider  the  efficiency  and  cost  effec- 
tiveness of  existing  services  and  facilities. 

The  proposed  legislation  also  requires  that  each  Statewide  Health 
Coordinating  Council  use  the  criteria  and  procedure  in  Section  1532 
in  carrying  out  its  own  reviews.  It  further  requires  that  the  HSA,  the 
State  agency  and  the  SHCC  should  cooperate  in  establishing  review 
procedures  and  criteria  so  that  project  review  activities  are  coordinated 
within  a  State. 

The  reported  bill  provides  that  in  the  certificate  of  need  and  similar 
review  processes,  the  failure  of  an  HSA,  State  Agency  or  SHCC  to 
complete  a  review  within  the  time  period  prescribed  for  the  review 
may  not  be  deemed  by  that  Agency  to  constitute  a  negative  finding, 
recommendation  or  decision.  In  adopting  this  amendment,  the  Com- 
mittee is  concerned  about  the  practice  which  has  become  known  as 
the  ' 'pocket  veto,"  under  which  a  health  planning  agency  fails  to 
make  a  decision  with  respect  to  a  proposed  project  and  then  considers 
its  nonaction  as  automatic  disapproval.  The  Committee  expects  the 
planning  agency  to  complete  its  review  on  each  of  the  projects  sub- 
mitted to  it  for  review  and  to  render  a  positive  or  negative  decision. 
While  the  Committee  expects  the  planning  agency  to  complete  its 
review  within  the  time  period  prescribed  for  the  review,  it  recognizes 
that  extraneous  factors  may  make  such  completion  impossible.  For 
example,  staff  changes,  unusually  heavy  workload,  or  other  factors 
may  cause  delay.  However,  the  Committee  expects  the  Secretary  to 
monitor  an  agency's  performance  on  this  factor  and  assure  that  an 
agency  does  not  develop  a  pattern  of  failure  to  complete  reviews 
within  the  prescribed  time  period. 

CERTIFICATE  OF  NEED  PROGRAMS 

The  reported  bill  amends  title  XV  of  the  Public  Health  Service  Act 
by  adding  section  1527  entitled  ^'Certificate  of  Need  Programs." 

The  new  section  requires  that  a  State  certificate  of  need  program 
provide  for  the  review  and  determination  of  need  for  major  medical 
equipment,  health  care  facilities,  institutional  health  services,  home 
health  services,  and  capital  expenditures.  By  so  doing,  the  certificate 
of  need  coverage  requirements  are  expanded  in  three  respects. 

First  the  committee  proposes  to  extend  required  certificate-of-need 
review  to  major  medical  equipment,  defined  as  a  single  unit  of  equip- 
ment costing  over  $150,000,  which  is  used  to  provide  services  to 
inpatients  regardless  of  o\Miership  or  physical  location.  The  committee 
has  taken  this  position  because  of  its  finding  that  such  purchases  are 
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at  times  made  by  an  individual  other  than  hospital  after  the  hospital's 
application  has  been  denied  by  a  health  planning  agency,  even 
though  the  equipment  will  be  used  within  or  near  the  hospital  to 
provide  services  to  the  hospital's  inpatients. 

The  committee  specifically  rejected  the  proposition  that  review  be 
extended  to  major  medical  equipment  used  to  provide  services  to 
individuals  who  are  not  inpatients  of  a  hospital  at  the  time  the 
service  is  provided.  The  reported  bill  does  provide  that  any  organiza- 
tion or  person  that  plans  to  acquire  major  medical  equipment  shall 
notify  the  state  agency  of  the  intent  thirty  days  prior  to  making  the 
acquisition.  The  State  agency  will  then  be  required  to  make  a  finding 
as  to  whether  or  not  the  proposed  major  medical  equipment  will  in 
fact  be  used  for  inpatients.  If  the  agency  so  finds,  it  can  then  require 
the  submission  of  an  application  for  a  certificate  of  need. 

The  purchase  of  major  medical  equipment  by  independent  clinical 
laboratories  are  not  required  to  be  reviewed.  While  the  committee 
is  concerned  about  the  exclusion  of  any  services  from  the  planning 
and  review  process,  it  feels  on  balance  that  the  inclusion  of  major 
medical  equipment  purchases  by  independent  laboratories  does  not 
appear  to  be  necessary  at  this  time.  The  committee  recommends  that 
the  Secretary  monitor  this  situation  and  suggest  any  changes  he 
finds  are  necessary. 

Second,  capital  expenditures  over  $150,000  are  required  to  be 
covered  under  certificate  of  need  programs.  This  provision  is  added 
to  make  certificate  of  need  and  Section  1122  of  the  Social  Security 
Act  more  compatible. 

The  proposed  legislation  defines  the  term  capital  expenditure  as 
an  expendituile  made  by  or  on  behalf  of  a  health  care  facility  which 
under  generally  accepted  accounting  principles  is  not  properly  charge- 
able as  an  expense  of  operation  or  maintenance  or  is  made  to  obtain 
by  lease  or  comparable  arrangement  any  facility  or  part  thereof  or 
any  equipment  for  a  facility  or  part  thereof,  and  which  (1)  exceeds 
$150,000,  (2)  substantially  changes  the  bed  capacity  of  the  facility 
with  respect  to  which  the  expenditure  is  made,  or  (3)  substantially 
changes  the  services  of  the  facility.  Acquisitions  of  existing  health 
facilities  are  not  required  to  be  reviewed  unless  there  is  a  change  in 
bed  capacity  or  service.  The  cost  of  any  studies,  surveys,  designs, 
plans,  working  drawings,  specifications,  and  other  activities  essential 
to  the  acquisition,  improvement,  expansion  or  replacement  of  facilities 
which  exceed  $150,000  also  require  certificate  of  need  review.  Cost  in 
this  case  is  intended  to  include  staff  expenses  incurred  by  a  facility 
or  corporation  in  preparing  a  project  as  well  as  expenses  incurred 
in  obtaining  consulting  or  other  assistance.  Donations  of  equipment 
or  facilities  to  a  health  care  facility  require  review  if  the  equipment 
or  facility  would  have  been  subject  to  review  if  it  had  been  purchased 
or  otherwise  acquired. 

Third,  home  health  services  are  added  to  required  certificate  of 
need  coverage  to  assure  the  orderly  expansion  of  these  services.  Most 
forecasts  of  future  health  care  needs  project  a  growing  demand  for 
in-home  health  services.  There  are  areas — such  as  Florida  and  Cali- 
fornia, with  their  large  populations  of  elderly  individuals — which 
have  already  experienced  this  phenomenon.  As  the  demand  for  home 
health  services  in  those  States  rose  there  was  a  sudden  proliferation  of 
home  health  agencies,  overlapping  services,  duplicative  administrative 
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costs  and  the  emergence  of  programs  attempting  to  exploit  the  home 
health  boom. 

The  committee  recognizes  that  it  may  be  difficult  for  health  planning 
agencies  to  establish  definitive  criteria  for  the  review  of  home  health 
service;  however,  methodologies  for  determining  the  need  for  such 
services  are  being  developed.  This  requirement  will  help  accelerate 
the  effort  to  develop  adequate  criteria  and  encourage  health  planning 
agencies  to  include  home  health  services  as  an  integral  part  of  their 
planning  activities. 

The  proposed  bill  requires  that  the  certificate  of  need  program 
nsure  that  only  equipment,  facilities,  services,  and  capital  expendi- 
tures found  to  be  needed  shall  be  acquired,  offered,  developed,  or 
obligated.  In  doing  so,  the  conmaittee  reasserts  its  intent  that  a  positive 
finding  of  need  is  necessary  prior  to  the  development  or  establishment 
of  new  services  or  facilities. 

The  bill  provides  that  after  a  certificate  of  need  is  issued,  review  of 
the  progress  being  made  in  making  the  equipment,  facility,  or  service 
available  for  use  shall  be  conducted  annually.  If  it  is  determined  that 
adequate  progress  is  not  being  made,  the  certificate  shall  be  withdrawn. 
The  Committee  believes  that  the  issuance  of  a  certificate  of  need 
implies  an  obligation  to  the  public  to  make  such  facility  or  service 
available  at  the  earliest  possible  time.  However,  in  certain  cases,  delays 
cannot  be  avoided,  and  the  HSA  and  the  State  agency  in  their  review 
of  annual  progress  should  consider  whether  the  applicant  has  made  a 
good  faith  attempt  to  carry  out  the  project  which  was  proposed  and 
approved. 

The  bill  requires  that  a  certificate  of  need  shall  specify  the  maximum 
amount  of  a  capital  expenditure  which  may  be  obligated  for  an 
approved  project.  It  also  requires  that  the  program  prescribe  the 
extent  of  additional  review  required  of  a  project  that  exceeds  the 
maximum  capital  expenditure  approved.  For  example,  a  State  might 
establish  rules  such  that  no  review  would  be  required  if  there  were  less 
than  a  5%  overrun  but  require  review  if  expenditures  totaled  more  than 
that  amount;  alternatively,  further  review  might  be  tied  to  increases  in 
excess  of  an  inflation  factor  which  would  recognize  construction  cost 
increases. 

The  reported  bill  also  requires  that  a  certificate  of  need  program 
provide  an  appeal  mechanism  to  any  applicant  who  is  dissatisfied  with 
a  decision  made  under  the  program.  The  mechanism  must  be  consistent 
with  State  law  governing  the  practices  and  procedures  of  administra- 
tive agencies.  The  Committee  believes  that  if  a  State  has  such  laws 
it  should  be  allowed  to  use  the  procedures  that  would  normally  be 
used  within  the  State,  however,  if  the  State  has  no  such  law,  then  the 
appeal  should  be  heard  by  an  entity,  other  than  the  SHPDA,  desig- 
nated by  the  Governor. 

The  bill  requires  that  the  certificate  of  need  program  provide  that 
each  decision  of  the  State  agency  to  issue  a  certificate  of  need  shall  not 
be  inconsistent  with  the  State  health  plan  which  is  in  effect.  If  the 
State  health  plan  does  not  address  the  need  for  a  type  of  service  or 
facility  or  set  forth  criteria  for  its  review,  the  HSA  and  the  State 
agency  would  use  other  criteria  which  they  have  adopted  pursuant 
to  section  1532  to  determine  whether  or  not  an  expenditure,  service 
or  facility  should  be  approved. 
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The  reported  bill  also  requires  that  a  certificate  of  need  be  issued 
by  the  State  agency  solely  on  the  basis  of  the  record  established  in 
administrative  proceedings  held  with  respect  to  the  application  for 
such  certificate  of  need.  It  further  requires  that  the  Secretary  of  HEW 
shall  not  find  a  State  certificate  of  need  program  to  be  satisfactory 
unless  each  determination  of  need  is  made  solely  on  the  basis  of  the 
review  conducted  in  accordance  with  the  procedures  and  criteria 
adopted  by  the  program.  This  amendment  expresses  the  expectation 
that  the  planning  agency  base  its  decision  on  the  information  developed 
pursuant  to  its  review  and  contained  in  the  review  record  and  not  on 
extraneous  factors.  It  also  addresses  the  committee's  concern  with 
respect  to  the  practice  in  some  States  in  which  the  State  legislature  enacts 
legislation  directing  the  State  agency  to  approve  specific  projects. 
Such  legslative  action  circumvents  the  certificate  of  need  process,  and 
the  committee  would  expect  the  Secretary  to  find  a  State's  certificate 
of  need  program  unsatisfactory  if  a  pattern  of  such  intervention  were 
to  develop. 

The  certificate  of  need  program  may  conduct  reviews  in  such  a 
manner  that  comparisons  of  similar  applications  for  certificates  are 
made  and  priorities  for  approval  are  established.  This  provision  allows 
for  the  batching  of  like  or  similar  applications  for  certificate  of  need 
review.  The  committee  feels  that  this  approach  will  lead  to  more 
rational  consideration  of  the  need  for  new  services  since  the  first 
applicant  to  propose  a  new  service  or  facility  may  not  be  best  able  to 
provide  that  service  or  facility  in  an  effective  or  efficient  fashion.  If 
batching  is  to  occur,  it  is  expected  that  the  requirement  in  section 
1532(b)(2)  that  no  review  may  take,  to  the  extent  practicable,  longer 
than  90  days  may  not  provide  sufficient  time  for  adequate  considera- 
tion of  proposals.  In  such  cases,  the  State  may  propose,  and  the  Sec- 
retary accept,  a  longer  period  of  time  for  review  as  provided  in  section 
1532(a). 

The  proposed  legislation  would  require  a  State  Agency  to  approve  a 
proposal  by  a  health  maintenance  organization  for  a  new  institutional 
health  service  or  health  care  facility  if  the  State  agency  finds  that  (1) 
approval  of  such  application  is  required  to  meet  the  needs  of  the 
members  of  the  HMO  and  of  the  new  members  the  organization  can 
reasonably  be  expected  to  enroll,  and  (2)  the  HMO  is  unable  to 
provide,  through  services  or  facilities  which  can  reasonably  be 
expected  to  be  available  to  the  organization,  institutional  health 
services  in  a  reasonable  and  cost  effective  manner  which  is  consistent 
with  the  basic  method  of  operation  of  the  organization  and  which  are 
available  on  a  long  term  basis  through  physicians  and  other  health 
professionals  associated  with  the  HMO.  The  committee  believes  that 
if  there  is  excess  capacity  within  a  community,  an  HMO  should  strive 
to  use  existing  facilities  by  entering  into  agreements  with  hospitals 
in  the  area  to  provide  services  to  the  HMO's  members.  However,  if 
such  services  cannot  be  arranged  in  a  manner  which  is  reasonable  for 
the  HMO  (according  to  regulations  established  by  the  Secretary) 
then  the  fact  that  there  is  excess  capacity  should  not  block  the  growth 
of  the  HMO  or  its  ability  to  provide  adequate  institutional  health 
services  for  its  members. 
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Another  change  in  the  bill  proposes  to  require  that  HMOs  be 
covered  equally  with  other  health  care  entities  or  organizations. 
Under  current  law,  an  HMO  is  subject  to  requirements  which  could 
promote  discrimination  against  HMOs.  Specifically  the  establishment 
of  an  HMO  and  its  development  of  outpatient  facilities  and  services 
currently  are  required  to  be  covered  while  similar  noninstitutional 
services  are  not.  The  reported  bill  seeks  to  eliminate  this  discrepancy. 

During  the  course  of  the  legislative  hearings,  the  issue  of  discrimina- 
tion against  osteopathic  facilities  and  services  in  the  certificate  of  need 
process  was  raised  by  the  osteopathic  profession.  The  potential  for 
such  discrimination  was  recognized  by  the  Secretary  in  promulgating 
regulations  implementing  the  certificate  of  need  provisions  of  Public 
Law  93-641.  The  testimony  from  the  osteopathic  profession  seems  to 
indicate  that  discrimination  is  taking  place.  While  the  Committee 
does  not  believe  that  separate  consideration  for  osteopathic  facilities 
and  services  is  wise  or  should  be  mandated  as  a  minimum  for  State 
certificate  of  need  programs,  nothing  in  this  section  precludes  the 
States  or  an  HSA  from  providing  for  adequate  consideration  for 
osteopathic  facilities.  The  Committee  further  urges  the  Secretary  to 
continue  to  monitor  HSA  and  State  Agency  activities  to  insure 
sensitivity  to  the  needs  of  osteopathic  patients  for  services  and  facilities 
within  health  service  areas. 

The  Secretary  of  HEW  is  required  to  modify  existing  regulations 
within  180  days  of  the  date  of  enactment  specifying  the  requirements 
of  a  certificate  of  need  program  which  is  satisfactory  to  the  Secre- 
tary. The  Committee  expects  the  Department  to  move  rapidly  on 
this  matter  so  that  States  in  turn  can  modify  their  existing  certificate 
of  need  program  to  bring  them  into  compliance  with  the  law. 

APPROPEIATENESS  REVIEW 

The  reported  bill  modifies  the  requirement  in  existing  law  that 
HSAs  and  State  Agencies  review  all  institutional  health  services  in 
their  areas  by  providing  that  they  review  at  least  those  institutional 
health  services  which  have  been  designated  by  the  Secretary  for  ap- 
propriateness review.  The  bill  also  adds  home  health  services  to 
those  services  to  be  included  in  appropriateness  review.  In  limiting 
the  services  which  must  be  reviewed,  the  Committee  acknowledges  the 
difficulty  which  health  planning  agencies  would  have  in  reviewing  aU 
institutional  health  services,  given  current  resources  provided  for 
health  planning.  At  the  same  time,  it  is  particularly  important  to 
review  those  institutional  health  services  which  are  least  cost  effective 
and  most  inappropriately  used.  In  establishing  minimum  services  for 
review,  the  committee  expects  the  Secretary  to  give  priority  to  select- 
ing those  services  which  exhibit  a  pattern  of  high  unit  cost  and  those 
with  low  levels  of  occupancy  or  utilization.  In  this  way,  institutions 
will  be  encouraged  to  consider  actions  which  consolidate  or  terminate 
services  which  are  no  longer  needed. 

The  committee  expects  the  HSA  and  SHPDA  to  examine  the 
appropriateness  of  existing  institutional  health  and  home  health 
services  in  terms  of  their  availability,  accessibility,  cost,  and  quality. 
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Other  factors  such  as  acceptabihty  and  continuity  might  also  be 
addressed.  The  committee  expects  that,  after  giving  consideration  to 
the  relevant  criteria  in  section  1532(c),  each  agency  will  adopt  criteria 
relating  to  these  characteristics  and  apply  them  in  its  review  of 
existing  health  services.  The  committee  wishes  to  draw  attention  to 
the  close  relationship  between  the  plan  development  and  appropri- 
ateness review  functions.  Appropriateness  review  which  entails  a 
thorough  examination  of  a  specific  service  delivered  throughout  an 
area  will  yield  findings  which  will  be  helpful  in  developing  or  revising 
the  health  systems  plan.  The  plan  should  include  recommendations 
for  dealing  with  problems  identified  in  carrying  out  the  review\  At  the 
same  time,  in  carrying  out  the  plan  development  function,  services 
should  be  identified  which  require  the  detailed  examination  provided 
by  appropriateness  review\ 

The  Committee  considered  a  provision  which  would  require  States 
to  establish  decertification  programs  which  would  assure  that  appro- 
priateness review  findings  are  implemented.  Some  see  the  appropriate- 
ness review  function  as  having  limited  value  without  clear  sanctions 
which  can  be  applied  to  assure  actions  are  taken  in  response  to  appro- 
priateness review  findings.  In  the  Committee's  view,  however,  a 
number  of  difficult  problems  with  respect  to  decertification  remain 
unresolved,  including  questions  relating  to  the  retirement  of  outstand- 
ing debt,  employee  rights,  and  physician  privileges.  While  it  is  im- 
portant that  the  existing  health  care  system  maintain  only  needed 
capacity,  more  study  of  these  problems  is  needed  before  across-the- 
board  action  is  taken. 

The  reported  bill,  therefore,  establishes  a  demonstration  grant 
program  to  States  for  reduction  of  excess  capacity.  The  purpose  of  this 
program  would  be  to  demonstrate  the  effectiveness  of  various  ap- 
proaches for  identifying  and  reducing  excess  capacity  in  the  resources 
and  facilities  of  hospitals.  States  would  be  given  additional  grant  funds 
to  engage  in  the  following  activities: 

(1)  Identifying  excess  hospital  capacity  (by  geographic  region 
or  by  health  service) ; 

(2)  Developing  programs  to  inform  the  public  of  the  costs 
associated  with  excess  hospital  capacity; 

(3)  Developing  programs  to  reduce  excess  hospital  capacity 
in  a  manner  which  will  produce  the  greatest  savings  in  the  cost 
of  health  care  delivery ; 

(4)  Developing  mechanisms  to  overcome  barriers  to  the  reduc- 
tion of  excess  hospital  capacity ;  and 

(5)  Any  other  activity  related  to  the  reduction  of  excess  hospital 
capacity. 

Under  the  proposed  legislation,  $4  million  is  authorized  to  be  appro- 
priated for  each  of  the  next  three  fiscal  years  to  implement  this  program. 

This  demonstration  program  is  intended  to  help  clarify  and  resolve 
some  of  the  outstanding  questions  relating  to  the  reduction  of  excess 
capacity.  For  example,  it  is  clear  that  the  closing  of  whole  hospitals  is 
more  cost  effective  than  closing  units  within  a  hospital  or  beds  within  a 
unit  but  the  magnitude  of  the  differences  is  not  well  known.  Similarly, 
there  is  wide  misunderstanding  about  the  general  costs  of  excess 
capacity  and  little  public  understanding  of  the  need  to  increase  the 
efficiency  of  the  health  care  delivery  system.  Different  approaches  to 
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educating  the  public  in  understanding  these  issues  should  be  under- 
taken with  the  hope  of  raising  public  awareness  of  these  problems  to 
a  point  where  action  can  be  taken.  In  addition  States  may  want 
to  develop  voluntary  or  mandatory  programs  to  stimulate  capacity 
reduction.  A  State  program  might  involve  developing  closer  linkages 
between  the  appropriateness  review  function  of  health  planning  and 
rate  setting  programs  at  the  State  level ;  developing  a  State  fund  from 
State  general  revenues  or  from  a  tax  or  levy  on  insurance  premium 
dollars  to  reimburse  hospitals  for  the  retirement  of  outstanding  debt 
and  other  costs  related  to  closure ;  or  developing  licensure  and  related 
sanctions  to  bring  about  efficiencies  in  the  delivery  system. 

The  committee  wishes  to  emphasize  that  neither  this  section  or  other 
sections  of  Title  XV  requires  facilities  that  are  found  to  be  no  longer 
needed  to  close.  Such  action  can  only  be  brought  about  by  voluntary 
action  or  as  a  result  of  State  law. 

REVIEW  AND  APPROVAL  OF  PROPOSED  USES  OF  FEDERAL  FUNDS 

The  reported  bill  requires  the  SHCC  to  review  any  application 
submitted  to  the  Secretary  by  a  State  for  a  grant  or  contract  authorized 
under  the  Public  Health  Service  Act,  the  Community  Mental  Health 
Centers  Act,  the  Comprehensive  Alcohol  Abuse  and  Alcoholism  Pre- 
vention, Treatment  and  Rehabilitation  Act  of  1970,  and  Section  409 
of  the  Drug  Abuse  Office  and  Treatment  Act  for  projects  which  will 
affect  more  than  one  health  service  area.  This  amendment  is  made  to 
avoid  duplication  of  review  activities  of  grants  made  to  States  which 
have  a  statewide  impact  or  create  a  statewide  program  such  as  a 
communicable  disease  control  program,  or,  a  statewide  emergency 
medical  services  network  or,  immunization  initiatives.  While  the  SHCC 
would  have  responsibility  for  reviewing  such  programs,  it  is  expected 
that  a  copy  of  the  application  would  be  provided  to  each  HSA  so  that 
it  would  be  aware  of  the  proposed  services  and  be  in  a  position  to 
advise  the  SHCC  on  the  impact  of  such  services  on  its  health  service 
area. 

The  reported  bill  provides  for  the  SHCC  to  recommend  approval 
or  disapproval  of  any  plan  or  application  submitted  to  the  Secretary 
as  a  condition  of  receipt  of  any  funds  under  allotments  made  to  a 
State  under  the  Public  Health  Service  Act  and  related  Acts.  If  the 
SHCC  recommends  disapproval  of  a  plan  or  application  the  Secretary, 
after  making  a  finding  that  such  plan  or  application  is  not  in  conformity 
with  the  State  health  plan,  may  not  make  Federal  funds  available 
under  such  State  plan  or  application.  However,  if  the  Secretary  makes 
such  a  finding,  he  shall  notify  the  Governor  of  his  finding  and  the 
reasons  for  it  and  advise  him  that  he  has  30  days  in  which  to  submit  a 
revised  plan  or  application  that  conforms  with  the  State  health  plan. 
The  existing  law  allows  the  SHCC  to  review  and  approve  or  dis- 
approve any  such  application,  and  its  decision  is  bindmg  upon  the 
Secretary  unless  the  Governor  of  the  State  requests  that  the  Secretary 
review  the  SHCC  decision.  The  effect  of  the  change,  therefore,  is  to 
require  the  Secretary  to  act  in  the  case  of  a  SHCC  disapproval  of  an 
application  or  plan  without  the  specific  request  of  a  Governor  of  a 
State  to  reconsider  the  SHCC's  recommendation. 


64 


The  bill  provides  for  the  uniform  treatment  of  research  and  training 
grants  or  contracts  by  providing  that  an  HSA  shall  not  review  and 
approve  or  disapprove  grants  or  contracts  for  research  or  training 
made  in  its  area  unless  the  grants  or  contracts  are  to  be  made,  entered 
into,  or  used  to  support  the  development  of  health  resources  intended 
for  use  in  the  health  service  area  or  the  delivery  of  health  services. 

The  reported  bill  provides  that  when  a  State  is  to  make  a  grant 
or  contract  in  a  health  service  area  from  funds  received  under  the 
covered  acts,  the  Governor  of  the  State  shall  allow  each  HSA  60  days 
to  review  the  proposed  uses  of  those  funds  in  its  area  and  approve  or 
disapprove  such  use.  The  Governor,  after  taking  into  consideration 
an  HSA's  decision  and  any  comments  which  the  SHPDA  has  de- 
veloped, may  make  such  Federal  funds  available  for  use  notwith- 
standing the  disapproval  of  an  HSA,  only  if  the  decision  of  the  Gov- 
ernor is  made  available  to  the  appropriate  HSA  and  the  SHPDA 
and  contains  a  detailed  statement  of  the  reasons  for  the  decision. 

Existing  law  requires  the  HSA  to  report  recommendations  on  such 
uses  of  funds  made  by  State  government  in  its  health  service  area  to 
the  Secretary.  Bringing  the  Secretary  into  the  decision  making  process 
after  a  State  has  already  received  its  grant  funds  is  awkward  and 
inappropriate. 

COORDINATION  OF  HEALTH  PLANNING  WITH  RATE  REVIEW 

The  reported  bill  requires  that  the  HSA  and  the  SHPDA  coordinate 
their  activities  with  the  activities  of  any  entity  of  the  State  which 
reviews  the  budgets  and  rates  of  health  care  facilities.  Such  coordina- 
tion should  involve  the  sharing  of  data,  reciprocal  review  of  plans 
and  other  policy  documents;  joint  development  of  criteria  and  stand- 
ards for  project  review;  provision  by  the  rate  review  agency  of  advice 
on  proposed  capital  expenditure  projects;  participation  by  the  rate 
review  agency  in  appropriateness  review,  particularly  in  determining 
the  reasonableness  of  rates  being  established  for  a  particular  service; 
the  use  of  reimbursement  sanctions  to  enforce  appropriateness 
review  decisions;  and  the  participation  by  the  agency  which  reviews 
rates  or  budgets  in  educational  or  training  sessions  for  health  planning 
agency  participants.  To  facilitate  coordination,  a  health  planning 
agency  should  consider  entering  into  a  written  agreement  with  the 
rate  review  agency  as  well  as  the  establishment  of  staff  to  be  respon- 
sible for  the  interaction  between  the  two  organizations.  The  Committee 
feels  strongly  that  coordinating  health  planning  activities  with  re- 
lated review  and  regulatory  programs  is  a  high  priority  and  that  such 
coordination  can  maximize  the  effectiveness  of  both  efforts. 

The  reported  bill  proposes  a  number  of  changes  in  Section  1526, 
grants  for  rate  regulation.  Specifically,  it  removes  the  restriction  that 
a  maximum  of  six  States  can  participate  such  that  it  allows  the  grant 
to  be  made  to  any  unit  of  State  government  which  desires  to  regulate 
rates,  and  such  that  any  State  which  shows  an  interest  in  demonstrat- 
ing the  effectiveness  of  regulating  rates  would  be  able  to  participate 
while  removing  the  requirement  that  the  SHPDA  be  the  agency  for 
rate  review  under  this  demonstration  provision,  it  remains  the  pri- 
mary purpose  of  these  grants  to  demonstrate  both  the  effectiveness 
of  regulating  rates  and  coordinating  rate  regulation  activities  with 
health  planning  at  the  State  and  areawide  level.  The  Committee 
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would  urge  the  Secretary  to  award  grants  to  States  which  are  wiUing 
to  experiment  with  different  organizational  structures  and  which  are 
innovative  in  their  approaches  to  coordinating  these  two  important 
functions. 

coordination  within  standard  metropolitan  statistical  areas 
(smsa's)  and  with  other  entities 

The  reported  bill  requires  that  each  HSA  which  has  all  or  part  of 
its  health  service  area  within  a  SMSA  shall  coordinate  its  activity 
with  the  activities  of  any  other  HSA  which  is  serving  the  SMSA. 
Such  coordination  is  to  be  carried  out  in  accordance  with  a  program 
developed  by  the  HSAs  and  shah  provide  for  the  joint  review  of  each 
HSP  and  AIP  developed  for  each  health  service  area,  of  the  criteria 
used  in  making  reviews  affecting  the  area,  and  of  each  decision  under 
certificate  of  need  which  affects  the  area.  In  addition,  the  coromittee 
hopes  that  a  number  of  joint  activities  would  evolve,  including  joint 
task  forces  on  the  establishment  of  planning  goals  for  the  SMSA,  coor- 
dination and  integrated  use  of  data  for  the  SMSA,  and  joint  planning 
and  review  task  forces. 

The  Committee  reiterates  its  intention  that  SMSAs  not  be  divided 
except  in  rare  instances.  In  cases  where  this  has  occurred  and  is 
necessary  for  effective  health  planning,  the  activities  of  the  HSAs  must 
be  coordinated. 

STATE  health  PLANNING  DEVELOPMENT  AGENCIES  (SHPDA) 

The  reported  bill  requires  the  Secretary  to  provide  each  HSA 
within  a  State  with  an  opportunity  to  comment  on  the  performance 
of  the  State  agency  prior  to  the  renewal  of  the  designation  agreement 
with  the  agency.  The  committee  hopes  that  this  provision  wiU  pro- 
vide the  Secretary  with  additional  information  about  the  performance 
of  the  SHPDA  particularly  with  respect  to  its  support  of  areawide 
health  planning  within  the  State  in  both  the  health  plan  develop- 
ment and  project  review  and  appropriateness  review  areas.  The  Sec- 
retary should  seriously  consider  the  comments  of  the  HSA  and,  if 
necessary,  add  conditions  to  the  designation  agreement  or  grant  to 
promote  the  development  of  a  better  coordinated  health  planning 
system  within  the  State. 

The  bill  allows  the  Secretary  to  enter  into  a  designation  agreement 
with  a  State  for  up  to  36  months.  It  also  sets  forth  a  procedure  for  the 
SecretarjT-  to  terminate  an  agreement  with  a  SHPDA  if  it  is  not  com- 
plying with  the  provisions  of  the  agreement.  This  procedure  requires 
the  Secretary  to  consult  with  the  SHCC,  to  give  the  SHPDA  ade- 
quate notice  of  its  intention  to  terminate  the  designation  agreement, 
and  to  provide  the  SHPDA  with  a  reasonable  opportunity  for  a 
hearing  prior  to  a  decision  being  made. 

The  legislation  requires  the  SHPDA  to  prepare  an  inventory  of  the 
medical  facilities  located  in  the  State  and  to  determine  on  an  ongoing 
basis  the  extent  to  which  such  facilities  are  in  need  of  modernization 
or  conversion  to  other  uses.  The  results  of  this  inventory  of  moderni- 
zation needs  should  be  provided  to  the  HSAs  for  use  in  their  health 
plan  development  activities.  The  committee  notes  that  this  inventory 
function  is  not  a  new  requirement  but  is  currently  required  under 
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Title  XVI  as  part  of  the  development  of  the  State  medical  facilities 
plan.  The  reported  bill  repeals  the  provisions  of  title  XVI  which  pro- 
vides allotment  grants  for  health  care  facility  construction  to  States 
and  requires  the  development  of  a  State  medical  facilities  plan.  It  is 
the  committee's  view  that  by  including  the  inventory  requirement,  for 
sound  health  planning  for  health  care  services  and  facilities  will  be  con- 
tained in  Title  XV;  thus,  the  requirement  for  a  separate  State  medical 
facilities  plan  is  duplicative  and  no  longer  necessary.  Decisions  about 
the  need  for  health  care  facility  resources  should  take  place  after  the 
HSA  has  identified  the  goals  and  related  actions  necessary  to  provide 
adequate  health  care  services  for  its  area.  These  goals  and  resource  re- 
quirements should  then  be  integrated  into  the  state  health  plan  by  the 
SHPDA  and  approved  by  the  SHCC.  In  doing  so,  both  the  HSA  and 
the  SHPDA  may  wish  to  summarize  or  consolidate  the  facility  resource 
requirements  in  one  section  of  the  plan. 

The  reported  bill  clarifies  provisions  of  existing  law  which  require 
that  each  State  have  a  fully  designated  SHPDA  by  September  30,  1980 
if  the  Secretary  is  to  continue  to  make  allotments,  grants,  loans,  loan 
guarantees  or  contracts  available  under  the  Public  Health  Service  Act, 
the  Community  Mental  Health  Centers  Act,  or  the  Comprehensive 
Alcoholic  Abuse  and  Alcoholism  Prevention,  Treatment,  and  Re- 
habilitation Act  of  1970  for  the  development,  expansion  or  support  of 
health  resources  in  the  State.  The  committee  believes  that  adequate 
time  has  been  provided  for  each  SHPDA  to  achieve  full  designation 
by  1980  and  that  any  postponement  of  the  date  by  which  full  designa- 
tion must  be  reached  would  seriously  delay  full  implementation  of  the 
planning  process,  a  process  that  is  vital  to  the  effective  utilization  of 
limited  resources. 

STATEWIDE    HEALTH    COORDINATION    COUNCIL  COMPOSITION 

The  reported  bill  provides  that  an  interstate  HSA  shall  have  a  num- 
ber of  representatives  on  the  SHCC  based  on  the  relationship  of  the 
population  of  that  portion  of  its  health  service  area  in  the  State  to  the 
population  of  the  largest  health  service  area  within  the  State.  However, 
each  such  interstate  HSA  shall  have  at  least  one  representative  on  the 
SHCC. 

The  committee  proposal  also  provides  that  in  States  which  have 
more  than  10  health  systems  agencies,  each  HSA  is  entitled  to  only  one 
HSA  representative  on  the  SHCC  rather  than  two  representatives  as 
would  be  the  case  in  other  States.  This  provision  was  adopted  so  that  the 
size  of  the  SHCC  can  be  kept  manageable  in  States  that  have  a  large 
number  of  HSA's.  The  committee  wishes  to  point  out  that  while  HSAs 
in  States  with  more  than  10  HSAs  would  be  entitled  to  only  one  repre- 
sentative, this  would  not  preclude  the  Governor  from  allowing  each 
HSA  to  have  more  than  one  representative  and  therefore  establishing 
a  larger  Statewide  health  Coordinating  Council. 

The  bill  also  provides  that  each  Agency  submit  to  the  Governor  two 
nominees  for  the  SHCC  for  each  representative  to  which  the  Agency 
is  entitled.  The  Governor  may  select  the  Chairman  of  the  SHCC  from 
the  members  of  the  SHCC.  Of  the  provider  members  of  the  SHCC,  at 
least  one-half  must  be  direct  providers  as  defined  in  section  1531(a) 
and  at  least  one  must  be  a  person  engaged  in  the  administration  of  a 
hospital. 
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AUTHORIZATIONS 

The  reported  bill  provides  authorizations  of  appropriations  for  each 
of  fiscal  years  1979,  1980  and  1981  for  HSAs,  SHPDAs,  State  rate 
setting  demonstrations,  technical  assistance,  and  the  area  health 
service  development  fund.  The  committee  wishes  to  note  that  as  more 
health  systems  agencies  and  State  agencies  become  fully  designated 
and  assume  other  requirements  and  responsibilities  called  for  under 
the  Act,  and  as  other  legislation  which  have  been  or  are  being  considered 
provides  additional  responsibilities  for  the  health  planning  system, 
adequate  Federal  financing  of  the  planning  program  will  be  essential 
to  its  success. 

The  committee  is  dismayed  that  no  funds  have  been  requested  or 
appropriated  for  the  area  health  services  development  fund.  When  the 
legislation  was  enacted  in  1974,  there  were  strong  feelings  that  HSAs 
should  have  the  ability  to  stimulate  the  development  of  additional 
health  services  where  they  were  needed  in  addition  to  the  authority 
under  the  certificate  of  need  and  other  regulatory  programs  to  prevent 
the  development  of  services  where  they  were  unneeded.  The  area  health 
services  development  fund  was  intended  to  provide  the  health  plan- 
ning agency  with  seed  money  to  assist  others  with  the  planning  and 
development  of  needed  services  within  its  health  service  area.  Now  that 
HSAs  have  become  fully  designated  and  have  developed  plans  which 
clearly  identify  where  such  development  funds  could  be  properly 
used,  the  committee  feels  that  it  is  important  that  funds  be  avail- 
able for  this  purpose.  The  committee  also  expects  the  Department  to 
move  aggressively  to  develop  the  guidelines  and  regulations  necessary 
to  implement  this  portion  of  the  law. 

REPORT  ON  EFFECTIVENESS  OF  PLANNING  LAW 

The  reported  bill  requires  the  Secretary  to  report  to  the  Congress 
on  the  results  of  his  review  under  section  1535  to  determine  the 
extent  to  which  the  health  of  the  residents  of  the  areas  has  been 
improved;  the  accessibility,  acceptability,  continuity  and  quality  of 
health  care  has  been  improved;  and  the  increases  in  costs  of  the  pro- 
vision of  health  care  have  been  restrained.  The  committee  recognizes 
that  it  will  be  difficult  to  show  a  causal  relationship  between  these 
outcome  indicators  and  health  planning  agency  performance.  Much 
of  what  health  planning  agencies  do  involves  getting  others,  hospitals, 
other  providers  and  consumers,  to  take  the  actions  necessary  to  im- 
prove the  health  care  delivery  system  and  access  to  services.  Thus, 
the  health  planning  agency  acts  as  a  catalyst  for  change  and  not  as 
a  direct  implementor  of  change.  However,  through  that  catalytic 
action,  improvement  in  the  health  care  system  and  in  health  status 
can  be  brought  about;  it  is  the  committee's  intent  that  the  Secretary 
make  a  concerted  effort  to  analyze  and  summarize  these  changes. 

To  accomplish  this,  it  is  critical  that  the  Department  institute  a 
systematic  program  of  periodically  assessing  the  performance  of  both 
health  systems  agencies  and  State  agencies  as  well  as  continuously 
monitoring  their  ongoing  operations.  Such  assessment  and  monitoring 
clearly  requires  a  system  whereby  data  and  information  on  the  struc- 
ture, governance,  and  staffing  of  these  agencies,  their  planning,  regu- 
latory and  resource  development  activities,  and  selected  health  systems 
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characteristics  and  changes  are  reported  at  least  annually  by  the 
health  planning  agencies  to  the  Department  in  a  consistent  format. 

The  committee  is  heartened  that  a  number  of  health  systems 
agencies  have  been  site  assessed  in  connection  with  the  Department's 
review  of  their  anticipated  applications  for  full  designation  or  requests 
for  waiver  allowing  their  conditional  designation  beyond  24  months. 
It  is  concerned,  however,  that  only  some  rather  than  all  agencies  were 
site  assessed  prior  to  their  full  designation  (or  approval  of  waiver 
requests),  and  that  there  is  evidence  that  careful,  ongoing  monitoring 
of  State  and  local  agencies  is  not  carried  out  effectively  in  all  parts  of 
the  country. 

The  committee  is  also  concerned  about  the  lack  of  an  agency  re- 
porting system.  Without  such  a  system  not  only  is  the  Department 
handicapped  in  its  management  and  monitoring  of  the  health  planning 
program,  but  congressional  committees  are  forced  to  rely  on  incom- 
plete, dated,  and  frequently  little  more  than  hearsay  information  on 
the  structure,  operations,  and  performance  of  health  systems  and 
State  agencies  in  their  deliberations.  It  is  incumbent,  therefore,  that 
the  Secretary  of  Health,  Education,  and  Welfare  and  the  Director  of 
the  Office  of  Management  and  Budget  ensure  the  swift  development 
of  reporting  mechanisms  that  will  provide  needed  information.  In 
this  regard,  this  committee  wishes  to  call  attention  to  its  1974  report 
which  accompanied  the  original  legislation. 

The  committee  is  further  aware  of  the  appalling  difficulty 
which  the  program  in  the  Department  has  had  in  getting 
clearance  for  the  reporting  system  and  the  forms  to  be  used 
in  it  through  the  Department  and  the  Office  of  Management 
and  Budget. 

This  situation  apparently  has  not  been  corrected. 

EFFECTIVE  DATE 

The  committee  bill  provides  that  the  amendments  proposed  shall 
take  effect  one  year  after  the  date  of  enactment  except  that  health 
systems  agencies,  SHPDAs,  and  SHCCs  may  act  to  make  changes  in 
their  structure  and  functions  required  by  the  amendments  prior  to 
that  date.  The  changes  in  the  membership  of  the  HSAs  and  the 
SHCCs  required  by  these  amendments  should  be  implemented  as 
vacancies  occur. 

HEALTH  PLANNING  AND  DISEASE  PREVENTION 

There  are  several  respects  in  which  the  committee  expects  that  this 
bill  will  expand  and  enhance  the  role  of  disease  prevention  activities 
(and  particularly  involvement  in  environmental,  occupational,  and 
nutritional  health  programs)  in  the  health  planning  and  implementa- 
tion process. 

First,  the  committee  added  the  goal  of  containing  the  costs  of  health 
care  delivery  as  a  new  national  priority  under  section  102  of  the  bill. 
In  the  committee's  view  this  goal  is  directly  related  to  priority  (8)  of 
existing  section  1502  of  the  Act — i.e.,  the  prevention  of  disease.  The 
committee's  views  on  the  importance  of  disease  prevention  strategies 
for  ultimate  containment  of  health  care  costs  are  spelled  out  more 
fully  in  its  report  on  H.R.  12584,  the  ''Health  Services  Research, 
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Health  Statistics,  and  Health  Care  Technology  Act  of  1978."  Those 
same  views  underlie  the  committee's  action  in  amending  section  1502. 

Thus,  the  committee  intends  that  in  implementing  the  new  cost 
containment  priority,  the  Secretary  and  appropriate  State  and  area 
health  planning  agencies  will  focus  greater  attention,  personnel  and 
resources  on  identifying  and  correcting  preventable  diseases  and  con- 
ditions. In  particular,  such  efforts  should  result  in  greater  involvement 
existing  processes  for  identifying  and  controlling  indoor  and  outdoor 
environmental  contaminants  and  for  upgrading  nutritional  and  en- 
vironmental programs.  Too  little  effort  has  been  directed  to  disease 
prevention  under  the  health  planning  legislation  in  the  past.  The 
committee  expects  that  increased  focus  on  cost  containment  will, 
among  other  results,  help  to  strengthen  and  upgrade  such  efforts. 

There  is  a  second  way  in  which  this  bill  underscores  the  commit- 
tee's intent  to  strengthen  health  planners'  involvement  in  disease 
prevention,  generally,  and  control  of  environmental  contaminants,  in 
particular. 

In  section  114  of  the  bill,  the  committee  specifically  requires  health 
systems  agencies  to  include  staff  expertise  in  disease  prevention  and 
other  public  health  matters.  While  this  mandate  is  mitigated  slightly 
by  the  phrase  ''to  the  extent  feasible,"  this  phrase  is  not  intended 
as  an  escape  hatch  for  avoiding  this  requirement.  The  committee 
expects  that  disease  prevention  expertise  (and  particularly  expertise 
in  identifying  and  controlling  environmental  contaminants)  will  be 
available  to  each  health  system  agency. 

Finally,  this  same  perspective  should  be  understood  as  underlying 
other  amendments  to  Title  XV.  In  particular,  in  analyzing  and 
quantifying  health  needs,  personnel  and  resources  to  meet  those 
needs,  and  the  adequacy  of  existing  efforts  and  plans  to  meet  those 
needs  under  the  amendments  in  section  115  of  the  bill,  the  State  and 
area  agencies  should  include  a  specific  focus  on  disease  prevention 
(including  occupational,  environmental,  and  nutritional  health) 
needs  and  resources. 

The  committee  recognizes  that  in  many  areas  environmental, 
occupational  and  nutritional  health  programs  are  presently  in  existence. 
In  such  cases,  it  is  not  the  committee's  intent  to  require  duplication 
of  effort  by  health  planning  agencies.  But  it  is  not  sufficient  for  health 
planners  to  rely  exclusively  on  these  other  programs.  Health  planning 
agencies  should  actively  be  engaged  in  identifying  problems  and 
unmet  needs  in  existing  disease  prevention  programs.  Planning  agencies 
should  identify  the  consequences  to  the  health  care  system  and  the 
impact  on  rising  costs  of  failure  to  address  adequately  these  environ- 
mental health  problems.  They  should  serve  as  catalysts  for  action  to 
improve  public  health  in  such  circumstances. 

Where  adequate  programs  are  not  in  place  for  environmental, 
occupational,  and  nutritional  health.  State  and  area  health  planning 
agencies  are  expected  to  identify  these  inadequacies  and  include 
within  their  plans  measures  to  create  or  upgrade  these  programs. 

REVISION  AND  EXTENSION  OF  ASSISTANCE  FOR  HEALTH  RESOURCES 

DEVELOPMENT 

The  committee  proposal  repeals  Part  B  of  title  XVI  of  the  Public 
Health  Service  Act  which  provides  for  allotments  to  the  States  for 
the  development  of  medical  facilities.  This  program  and  its  predecessor, 
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the  Hill-Burton  program,  have  been  enormously  successful  in  stimu- 
lating the  development  of  health  care  facilities,  particularly  hospitals, 
in  the  areas  where  they  were  needed.  However,  today  there  is  a  dif- 
ferent environment — one  in  which  there  is  not  a  pressing  need  for  addi- 
tional health  care  facilities  but  rather  an  environment  where  there 
is  a  need  for  modernization  of  some  existing  facilities  and  a  reduction 
of  excess  capacity  where  overbuilding  has  occurred.  Thus,  the  com- 
mittee finds  that  there  is  no  longer  a  need  to  use  Federal  dollars  to 
stimulate  the  development  of  hospitals,  particularly  when  the  mech- 
anism allots  grant  monies  to  the  States  on  the  basis  of  population 
for  the  operation  of  such  programs. 

Government  grant  support  under  Hill-Burton  and  title  XVI  con- 
struction has  made  up  an  increasingly  smaller  proportion  of  the  total 
funds  used  for  hospital  capital  investment,  from  approximately 
14  percent  in  1962  to  less  than  2  percent  in  1975.  Yet  this  reduction  in 
Federal  grant  support  has  not  seemed  to  impact  on  a  hospital's 
ability  to  obtain  capital  for  expansion  or  development.  Other  sources 
of  capital  have  expanded  rapidly.  Debt  financing,  particularly  tax 
exempt  bonds,  now  provides  for  nearly  60  percent  of  the  capital  needs 
of  hospitals.  This  availability  of  capital  provides  further  evidence 
that  direct  government  subsidies  are  no  longer  necessary. 

The  committee  proposal  would  continue  the  loan  and  loan  guaran- 
tee support  although  it  would  be  targeted  to  priority  areas,  including: 

(a)  Modernization  of  medical  facilities; 

(b)  Construction  of  new  outpatient  medical  facilities; 

(c)  Construction  of  new  hospitals  in  (1)  areas  which  have 
experienced  recent  rapid  population  growth  or  (2)  areas  where 
merger  or  closure  of  medical  facilities  has  resulted  in  a  reduction 
in  the  number  of  hospital  beds  in  the  area;  and 

(d)  Conversion  of  existing  medical  facilities  to  outpatient 
medical  facilities  or  facilities  for  long  term  care. 

In  establishing  these  priorities,  the  committee  recognizes  that  there 
will  continue  to  be  a  major  need  for  replacement  and  modernization 
of  existing  medical  facilities.  In  some  areas,  the  merger  or  closure  of 
two  or  more  existing  hospitals  and  their  replacement  with  a  new  more 
efl&cient  facility  which  substantially  reduces  the  number  of  hospital 
beds  in  the  area  may  be  preferable  to  modernizing  old  and  inefficient 
hospital  plants.  Also  of  priority  is  the  continued  emphasis  on  the 
development  of  adequate  outpatient  medical  facilities  and  long-term 
care  facilities  including  the  conversion  of  existing  facilities  to  out- 
patient and  long-term  care  uses. 

The  committee  proposal  strengthens  section  1625  of  the  existing  law 
which  authorizes  grants  to  public  medical  facilities  for  construction  and 
modernization  projects  designed  to  eliminate  or  prevent  imminent 
safety  hazards  or  violations  of  life  safety  codes  or  regulations,  or  to 
avoid  noncompliance  with  State  or  voluntary  accreditation  standards. 
Authorizations  of  $100  million  for  each  of  the  next  three  fiscal  years 
are  provided  for  this  purpose. 

The  reported  bill  also  creates  a  new  grant  program  for  projects 
for  the  construction  or  modernization  of  outpatient  medical  facilities 
which  are  located  apart  from  hospitals  which  will  provide  services  to 
medically  underserved  populations,  and  for  the  conversion  of  existing 
facilities  into  outpatient  medical  facilities  or  facilities  for  long  term 
care  to  provide  services  for  medically  underserved  populations.  The 
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committee  notes  that  limited  funding  for  the  modernization  of  certain 
outpatient  facihties  is  available  from  appropriations  under  section 
319  (migrant  health  centers)  and  330  (community  health  centers) 
of  the  Public  Health  Service  Act.  One  priority  of  this  new  grant 
program  is  to  provide  the  necessary  construction  and  modernization 
fimds  to  entities  which  serve  medically  underserved  populations  and 
which  receive  or  have  received  grants  for  operating  migrant  health 
centers  or  community  health  centers,  or  which  have  or  have  had 
National  Health  Service  Corps  personnel  assigned  to  them. 

The  program,  m  addition  to  construction  and  modernization  sup- 
port, provides  for  the  conversion  of  existing  facilities  into  outpatient 
medical  facilities  or  facilities  for  long  term  care  to  provide  services 
for  medically  underserved  populations.  For  example,  parts  of  schools 
and  other  piublic  buildings  might  adequately  serve  as  outpatient 
medical  facilities  with  minimal  expenditures  of  fimds. 

The  committee's  intent  in  this  program,  as  in  the  other  amendments 
to  title  XYI,  is  to  shift  the  focus  of  our  health  facilities  development 
effort  away  from  inpatient  hospital  facilities  to  outpatient  and  long 
term  care  facilities.  Outpatient  medical  facilities,  as  defined  in  title 
XVI  and  included  in  this  new  grant  program,  include  ambulatory 
health  centers  which  provide  primary  care  services  and  which  are 
independent  organizations  located  apart  from  a  hospital  or  which 
are  afl&liated  with  a  hospital  and  located  apart  from  or  in  the  hospital. 
The  program  will  provide  grants  to  cover  up  to  80  percent  of  the  cost 
of  projects  unless  the  project  is  located  in  an  area  determined  by  the 
Secretary  to  be  an  urban  or  rural  poverty  area,  in  which  case  the  grant 
may  cover  up  to  100  percent  of  the  costs;  $30  miUion,  $40  million, 
ancl  $40  million  are  authorized  to  be  appropriated  in  the  next  three 
fiscal  years  for  this  purpose. 

COXFORMIXG  AMENDMENTS 

The  reported  bill  contains  conforming  amendments  which  adjust 
provisions  of  title  XVI  to  take  account  of  the  proposal  that  allot- 
ment grants  no  longer  be  made  to  States.  The  Secretary  is  required 
to  prescribe  the  general  manner  in  which  he  will  determine  the  prior- 
ities among  projects  for  assistance  under  the  loan  and  loan  guarantee 
program  as  well  as  the  project  grant  program.  Special  consideration 
is  to  be  given  to  projects  for  medical  facilities  serving  areas  with 
relatively  small  financial  resources  and  medical  facilities  serving  rural 
communities;  modernization  projects  for  medical  facilities  serving 
densely  populated  areas;  projects  for  outpatient  medical  facilities 
that  will  be  located  in  and  provide  services  for  residents  of  urban 
and  rural  poverty  areas;  projects  designed  to  eliminate  or  prevent 
safety  hazards  or  avoid  noncompliance  with  licensure  or  accreditation 
standards;  and  projects  for  medical  facilities  which  will  provide  com- 
prehensive health  care  including  outpatient  and  preventive  care  as 
well  as  hospitalization. 

The  conforming  amendments  also  provide  specifications  for  the 
application  to  be  submitted  for  loan  and  loan  guarantee  or  grant 
support  under  title  XVI.  These  provisions  are  identical  to  those 
required  as  part  of  the  approval  of  projects  under  existing  section  1604. 
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The  Committee  bill  extends  the  provisions  of  title  XVI  concerning 
assurances  given  by  entities  receiving  financial  assistance  under  this 
title  or  under  title  VI  of  the  Public  Health  Service  Act  that  they  will 
make  their  services  available  to  all  persons  residing  or  employed  in  the 
area  served  by  the  facility  and  make  available  a  reasonable  volume  of 
services  to  persons  unable  to  pay  for  them.  The  Secretary  is  required 
to  issue  regulations  specifying  in  manner  in  which  facilities  are  to 
comply  with  their  community  service  and  charity  care  assurances.  In 
addition,  the  Secretary  is  required  to  collect  information  from  each 
facility  on  a  periodic  basis  which  will  enable  him  to  determine  whether 
or  not  an  entity  is  actually  in  compliance  with  these  assurances. 

The  Committee  notes  that  despite  the  explicit  langauge  of  the 
current  law,  the  Secretary  has  not  yet  issued  any  regulations  or  begun 
to  collect  any  assurance  data.  It  is  the  intent  of  the  Committee  that  the 
Secretary  carry  out  these  requirements  as  expediously  as  possible. 

A  related  section  of  the  reported  bill  deals  with  enforcement  of 
these  assurances.  It  provides  that  the  Secretary  shall  investigate 
complaints  regarding  noncompliance  brought  to  the  attention  of  the 
Department,  as  well  as  periodically  examine  the  Department's 
own  initiatives.  The  reported  bill  has  a  provision  that  would  require 
the  Secretary  to  report  all  findings  of  noncompliance  to  the  appropriate 
HSA  and  SHPDA. 

The  Committee  notes  that  the  Secretary  has  not  promulgated  regu- 
lations implementing  the  existing  enforcement  provisions.  The  Com- 
mittee heard  testimony  that  some  assisted  facilities  are  not  in  com- 
pliance with  their  assurances.  The  committee  wishes  to  reaffirm  its 
intention  that  the  assurances  be  vigorously  enforced  so  that  a  facility 
constructed  or  modernized  with  Federal  funds  will,  in  fact,  be  avail- 
able to  all  members  of  the  community  in  which  the  facility  is  located, 
including  (consistent  with  the  facility's  financial  capability)  persons 
unable  to  pay^. 

The  Committee  believes  that  widespread  compliance  is  prompted  by 
greater  community  understanding  of  the  assurances.  Accordingly,  the 
Secretary  is  required  to  report  promptly  any  findings  of  noncompliance 
to  the  appropriate  health  planning  agency.  It  is  expected  that  this 
information  would  be  useful  to  a  HSA  or  SHPDA  as  part  of  its 
project  review  or  appropriateness  review  functions,  in  its  determi- 
nations of  whether  or  not  the  services  of  that  facility  are  accessible  to 
the  residents  of  the  area.  However,  the  Committee  does  not  expect  an 
HSA  to  become  involved  in  compliance  monitoring  or  enforcement 
activities  related  to  the  implementation  of  this  provision. 

TECHNICAL  AMENDMENTS 

The  reported  bill  contains  a  number  of  technical  amendments. 
One  amends  section  1602  of  the  Act  to  authorize  the  Secretary  to 
take  the  necessary  action  for  recovery  in  the  case  of  a  default  on  a 
health  care  facility  loan  guarantee.  Under  current  law,  while  the 
government  may  have  a  legal  responsibility  to  seek  recovery,  no 
authority  is  given  to  effect  such  recovery.  For  example,  the  Secre- 
tary lacks  the  authority  to  take  over  the  ownership  and  operation  of 
a  project,  or  even  to  incur  such  expenses  as  closing  up  and  protecting 
project  facilities.  This  defect  in  the  current  law  has  resulted  in  the 
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Government  being  unable  to  collect  even  partial  compensation  for  a 
project  in  default. 

Finally,  the  bill  provides  that  the  amendments  made  to  title  XVI 
shall  take  effect  October  1,  1978. 

VIII.  Program  Oversight 

The  committee's  principal  oversight  activities  with  respect  to  this 
program  have  been  conducted  by  the  Subcommittee  on  Health  and 
the  Environment  in  connection  with  its  consideration  of  the  legisla- 
tive authorities  for  the  program.  Legislative  hearings  on  the  program 
were  conducted  in  January  and  February  1978,  and  the  findings  are 
discussed  in  this  report  as  the  proposed  legislation  is  designed  to 
respond  to  the  subcommittee's  findings. 

In  addition,  hearings  were  held  before  the  Subcommittee  on  Health 
and  the  Environment  on  National  Health  Planning  Guidelines  on 
October  19,  1977  (Serial  Number  95-53).  The  Committee  has  not 
received  oversight  findings  with  respect  to  this  program  from  the 
Subcommittee  on  Oversight  and  Investigations  or  from  the  Committee 
on  Government  Operations. 

IX.  Inflation  Impact  Statement 

The  Committee  anticipates  that  the  enactment  of  H.R.  11488  wiU 
have  a  positive  impact  on  inflation  in  the  health  care  field  by  promoting 
effective  health  planning  including  provisions  whereby  duplication 
of  health  care  services  and  resources  are  prevented  and  excess  hospital 
capacity  is  identified  and  reduced.  The  health  planning  agencies 
established  under  Title  XV  of  the  Public  Health  Service  Act  are 
central  to  any  cost  containment  activities  undertaken  in  this  Nation. 

Through  the  implementation  of  State  certificate  of  need  programs, 
the  conduct  of  section  1122  capital  expenditure  reviews,  and  the 
examination  of  existing  institutional  health  services  to  determine 
their  appropriateness,  the  planning  system  should  move  to  increase 
the  efficiency  of  the  health  care  delivery  system  and  prevent  unneeded 
and  duplicative  health  services  and  facilities  from  being  offered  or 
developed  thus  helping  to  moderate  rapidly  rising  health  care  costs. 

X.  Congressional  Budget  Offices  Cost  Estimate 

A  cost  estimate  was  requested  in  H.R.  11488  when  it  was  ordered 
reported  from  the  Committee  on  Interstate  and  Foreign  Commerce, 
and  the  Congressional  Budget  Office  has  provided  the  following 
information : 

Congressional  Budget  Office, 

U.S.  Congress, 
Washington,  D.C.,  May  2,  1978. 

Hon.  Harley  O.  Staggers, 

Cfiairman,  Committee  on  Interstate  and  Foreign  Commerce, 
U.S.  Honse  oj  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman  :  Pursuant  to  Section  403  of  the  Congressional 
Budget  Act  of  1974,  the  Congressional  Budget  Office  has  prepared 
the  attached  cost  estimate  for  H.R.  11488,  the  Health  Planning  and 
Resources  Development  Amendments  of  1978. 
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Should  the  committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimate. 
Sincerely, 

Robert  A.  Levine, 

Deputy  Director. 

CONGRESSIONAL  BUDGET  OFFICE  COST  ESTIMATE 

1.  Bill  number:  H.R.  11488. 

2.  Bill  title:  Health  Planning  and  Resources  Development  Amend- 
ments of  1978. 

3.  Bill  status:  As  ordered  reported  by  the  Committee  on  Interstate 
and  Foreign  Commerce  on  April  11,  1978. 

4.  Bill  purpose:  The  purpose  of  this  bill  is  to  authorize  appropria- 
tions for  Titles  XV,  National  Health  Planning  and  Development, 
and  XVI,  Health  Resources  Development,  of  the  Public  Health  Serv- 
ice Act.  Authorizations  are  for  fiscal  years  1979-81. 

Title  XV  establishes  national  guidelines  for  health  planning  through 
the  creation  of  health  service  areas,  health  systems  agencies,  and 
statewide  health  planning  and  development  agencies.  H.R.  11488 
makes  a  number  of  amendments  covering  such  procedural  and  tech- 
nical areas  as  designation  of  health  systems  agencies,  certificate  of 
need  programs,  membership  requirements,  meetings  and  records,  etc. 
It  also  authorizes  appropriations  for  planning  grants,  state  health 
planning  and  development  agencies,  rate  regulation  programs,  centers 
for  health  planning,  and  grants  to  States  for  programs  to  reduce  excess 
hospital  capacity. 

Title  XVI  continues  the  authority  for  a  program  of  loans  and  loan 
guarantees  for  hospital  modernization,  construction  of  outpatient 
facilities,  construction  of  new  hospital  facilities  in  areas  of  rapid 
population  growth,  and  conversion  of  existing  medical  facilities  to 
outpatient  or  long  term  care  centers.  In  addition,  there  are  authorized 
project  grants  to  hospitals  for  elimination  of  safety  hazards  and  to 
comply  with  accreditation  standards,  for  the  creation  of  outpatient 
and  long  term  care  facilities  in  medically  underserved  areas,  and  grants 
for  area  health  services  development  funds.  Part  B  of  the  title,  which 
provides  formula  allotments  among  the  States  for  medical  facility 
construction,  is  repealed. 
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5.  Cost  estimate: 

[By  fiscal  years;  in  millions  of  dollars] 


Authorization  level  1979  1980  1981  1982  1983 
TtleXV: 

Planning  grants  (1516-d-l)   150.0  160.0  170.0   

State  health  planning  and  development  (1525-c)   35.0  37,0  39.0   

Rate  regulation  (1526-e)   6.0  7.0  8.0   

Reduction  of  express  capacity  (1528-c)   4.0  4.0  4.0   

Centers  for  health  planning  (1534-d)   10.0  11-0  12.0  

Title  XVI: 

Project  grants  (1625-a)   100.0  100.0  100,0   

Project  grants  (1625-b)   30.0  40.0  40.0   

Area  health  service  development  (1640)   120.0  150.0  150.0   


Total  authorization  levels   455.0    509.0  523.0 


Title  XV: 

Planning  grants  (1516-d-l)   54.0  154,0  163,0  109,0   

State  health  planning  and  development  (1525-c)   10.5  35,5  37,6  27,3   

Rate  regulation  (1526-e)   3.0  5,0  7,3  3,7  2.0 

Reduction  of  excess  capacity  (1528-c)   2.0  3,0  4,0  2.0  1.0 

Centers  for  health  planning  (1534-d)   2.0  8,2  11,0  9,4  2.4 

Title  XV  i: 

Project  grants  (1625-a)   20.0  80.0  100.0  80.0  20,0 

Project  grants  (1625-b)   6.0  26.0  38.0  32,0  8.0 

Area  health  services  development  (1640)   45. 6  111.  0  138. 9  91. 5       25.  5 

Total  projected  costs   143.1    422.8    499.8    354.9  58.9 

The  costs  of  this  bill  fall  within  function  550. 

6.  Basis  for  estimate:  Outlays  are  based  on  specific  program  spend- 
out  rates  provided  by  HEW  and  updated  by  CBO.  In  each  case, 
outlays  are  calculated  assuming  that  appropriations  will  be  at  full 
authorization  levels. 

The  provisions  and  amendments  covering  the  Loan  and  Loan 
Guarantee  Program  (1622-d)  are  estimated  to  create  no  additional 
federal  costs.  No  loan  guarantees  or  interest  subsidies  have  been  made 
by  the  program  since  fiscal  year  1976  nor  do  the  administration  or 
committee  staff  expect  the  program  to  renew  its  activities.  Instead, 
this  section  is  continued  for  the  purpose  of  providing  a  standby  loan 
program  for  hospitals  should  changes  in  current  law  make  such  a  pro- 
gram necessary. 

7.  Estimate  comparison:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  John  Nelson. 

10.  Estimate  approved  by: 

James  L.  Blum, 
Assistant  Director  Jor  Budget  Analysis. 
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XI.  Agency  Reports 

Agency  reports  were  requested  on  H.R.  10460,  a  similar  predecessor 
to  H.R.  11488,  from  the  Office  of  Management  and  Budget  and  the 
Department  of  Health,  Education,  and  Welfare,  but  to  date  no  reports 
have  been  received. 

On  February  14,  1978,  the  Department  of  Health,  Education,  and 
Welfare  forwarded  a  draft  bill  to  extend  the  health  planning  program 
which  was  subsequently  introduced  by  Mr.  Staggers,  Chairman  of  the 
Committee  on  Interstate  and  Foreign  Commerce,  on  February  22, 
1978,  as  H.R.  11077,  the  ''Health  Planning  Amendments  and  Health 
Services  Discontinuation  Act  of  1978."  In  transmitting  the  draft  bill, 
the  Secretary  forwarded  the  following : 

Department  of  Health,  Education,  and  Welfare, 

February  14,  1978. 

Hon.  Thomas  P.  O'Neill, 

Speaker  of  the  House  of  Representatives , 

Washington,  D.C. 

Dear  Mr.  Speaker:  Enclosed  for  consideration  by  the  Congress 
is  a  draft  bill  ''To  amend  title  XV  of  the  Public  Health  Service  Act  to 
revise  and  extend  the  aathorities  and  requirements  under  that  title 
for  health  planning,  to  provide  for  assistance  to  hospitals  in  discon- 
tinuing inappropriate  services,  and  for  other  purposes." 

An  appropriate  health  planning  system  is  a  cornerstone  for  the 
provision  of  quality  health  care  and  for  the  control  of  excessive  health 
care  costs.  The  National  Health  Planning  and  Resources  Develop- 
ment Act  of  1974  established  the  framework  for  such  a  system.  We 
intend  to  continue  oar  implementation  of  the  program  in  this  impor- 
tant area.  The  enclosed  draft  bill  would  materially  assist  our  imple- 
mentation by  authorizing  needed  appropriations  through  fiscal  year 
1981  and  by  making  certain  improvements  in  current  authorities. 

Of  particular  importance  in  controlling  unnecessary  health  costs  is 
the  elimination  of  unneeded  hospital  inpatient  services.  The  draft 
bill  would  provide  for  grants  to  hospitals  for  fiscal  years  1980  and  1981, 
to  assist  them  in  eliminating  services  found  inappropriate  by  State 
health  planning  and  development  agencies.  We  estimate  that  this 
program  would  save  about  five  dollars  in  unnecessary  costs  for  every 
dollar  spent  for  the  grants. 

The  Administration  is  not  requesting  an  extension  of  the  expiring 
health  resources  development  authorities  (title  XVI  of  the  Public 
Health  Service  Act).  There  are  currently  more  health  care  facilities 
than  are  needed,  and  these  facilities  can  usually  raise  funds  for  capital 
expenses  without  federal  assistance.  To  control  ever  increasing  health 
care  costs  we  need  to  discourage  additional  unneeded  construction, 
much  less  to  support  it.  We  intend  to  assist  in  developing  needed  health 
resources  in  areas  with  inadequate  health  care  systems  through  such 
programs  as  the  National  Health  Service  Corps,  Community  Health 
Centers,  and  Health  Maintenance  Organizations. 

A  table  of  appropriation  authorizations  appears  at  Tab  A,  and  a 
summary  of  the  draft  bil  at  Tab  B. 

We  urge  that  the  Congress  give  the  draft  bill  its  prompt  and  favor- 
able consideration. 
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We  are  advised  by  the  Office  of  Management  and  Budget  that 
enactment  of  this  draft  bill  would  be  in  accord  with  the  President's 
program. 

Sincerely, 

Joseph  A.  Califano,  Jr. 

Secretary. 

Enclosures. 

XII.  Section-By-Section  Analysis 

The  purpose  of  this  bill  is  to  amend  titles  XV  and  XVI  of  the 
Public  Health  Service  Act  to  revise  and  extend  the  authorities  and 
requirements  under  those  titles  for  health  planning  and  resources 
development. 

TITLE  I — REVISION  OF  THE  HEALTH  PLANNING  AUTHORITY 

Section  101.  Revision  and  reporting  on  the  National  Guidelines  for 
Health  Planning 

Section  101  (a)(1)  requires  the  Secretary  of  the  Department  of 
Health,  Education,  and  Welfare  (hereinafter  referred  to  as  ''the 
Secretary^")  to  review  the  goals  and  standards  established  as  part  of 
the  National  Guidelines  for  Health  Planning  on  an  annual  basis. 
In  carrying  out  the  review,  the  plans  developed  at  the  state  and 
area-wide  levels  should  be  reviewed  and  used  as  a  basis  for  revising 
existing  or  developing  new  goals  or  standards.  The  Secretary^  is 
also  required  to  collect  data  to  determine  whether  the  health  care 
delivery  systems  are  changing  to  meet  the  standards  and  goals 
included  in  the  Guidelines  and  the  resources  required  to  meet  them. 
The  Secretary  shall  rely  on  the  health  systems  agencies,  the  State 
health  planning  and  development  agencies,  and  other  entities  to 
assemble  and  report  such  data.  This  section  also  requires  that  the 
Secretary  periodically  make  public  a  statement  about  the  degree  to 
which  the  goals  and  standards  of  the  National  Guidelines  are  being 
attained  and  the  changes  in  resources  required  to  meet  them. 

Section  101  (a)(2)  requires  the  Secretary  to  consult  with  various 
groups  at  least  45  days  prior  to  initial  publication  or  revision  of  the 
Guidelines. 

Section  101  (b)  requires  the  health  systems  agency  (HSA)  and  the 
State  health  planning  and  development  agency  (SHPDA)  to  report 
to  the  Secretary  information  which  will  be  useful  in  his  developing 
a  report  which  describes  progress  in  moving  toward  the  national 
goals  and  standards.  However,  data  regularly  collected  by  the  Depart- 
ment under  other  provisions  of  law  need  not  be  reported  by  these 
agencies. 

Section  102.  National  Health  Priorities 

Section  102  adds  two  priorities  to  the  national  health  priorities  in 

section  1502  of  the  Public  Health  Service  Act  (hereinafter  referred  to 
as  ''the  Act")  -  In  addition  to  the  f)riorities  already  contained  in  section 
1502  this  amendment  adds  a  priority  to  discontinue  duplicative  or 
unneeded  services  or  facilities.  This  section  also  adds  a  priority  for 
the  planning  agencies  to  adopt  policies  which  will  contain  the  rapidly 
rising  costs  of  health  care  delivery,  insure  more  appropriate  use  of 
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health  care  services,  and  promote  greater  efficiency  in  the  health 
care  delivery  system. 

Section  103.  Designation  of  Health  Service  Areas 

Section  103(a)  amends  section  1511(b)(4)  of  the  Act  by  allowing  a 
change  in  health  service  area  designation  if,  after  opportunity  for  a 
public  hearing  the  Secretary  determines  the  area  no  longer  is  a  geo- 
graphic region  appropriate  for  effective  planning  and  development  of 
health  services  and  that  the  proposed  revision  of  the  boimdaries 
would  establish  a  region  appropriate  for  effective  planning  and 
development  and  which  better  meets  at  least  one  other  of  the  area 
designation  requirements. 

Section  103(b)  repeals  section  1511(c).  This  section  provides  that 
those  areas  designated  under  section  314(b)  of  the  Public  Health 
Service  Act,  which  otherwise  meet  the  requirements  of  section  1511, 
should  be  designated  health  service  areas  unless  the  Governor,  upon 
finding  that  another  area  is  a  more  appropriate  region  for  effective 
health  planning'  waives  such  requirement.  This  section,  while  ap- 
propriate for  initial  area  designation,  is  not  appropriate  for  the 
redesignation  process. 

Section  103(c)  amends  section  1511(a)  to  allow  the  Governor  of 
any  state  to  recommend  that  an  interstate  standard  metropolitan 
statistical  area  partially  in  his  state  should  be  broken  up  in  order  to 
meet  the  other  designation  criteria.  Existing  law  requires  that  the 
Governors  of  each  state  involved  must  determine  that  the  split  is 
necessary. 

Section  103(d)  amends  section  1536(a)  by  adding  the  Common- 
wealth of  Puerto  E-ico  to  the  States  and  territories  that  fall  under  its 
provisions.  This  requires  that  there  be  no  health  service  area  or  health 
systems  agency  and  permits  the  State  health  planning  and  develop- 
ment agency  to  perform  the  functions  of  the  HSA. 

Section  104-  Designation  of  Health  Systems  Agencies 

Section  104  (a)  and  (b)  amend  section  1515(b)(4)  and  section 
1515(c)  (2)  of  the  Act  respectively,  providing  that  the  Secretary  shall 
give  priority  to  any  application  which  has  been  recommended  for 
approval  by  a  Governor  and  shall  notify  the  Governor  of  the  State 
in  which  such  entity  is  located  upon  entering  into  an  agreement  with 
a  health  systems  agency.  The  priority  required  to  be  given  to  appli- 
cations recommended  by  comprehensive  health  planning  agencies  or 
Regional  Medical  Programs  is  deleted. 

Section  104(c)  amends  section  1515(c)  by  requiring  the  Secretary 
to  provide  the  State  health  planning  development  agency  with  an 
opportunity  to  comment  upon  the  performance  of  a  health  systems 
agency,  including  the  provision  of  recommendations  as  to  whether 
conditions  should  be  added  to  the  redesignation  agreement.  It  also 
requires  the  Secretary  to  notify  the  Governor  of  any  renewal  of  a 
health  systems  agency  redesignation  agreement  and  of  the  conditions, 
if  any,  which  have  been  imposed. 

Section  104(d)  allows  the  Secretary  to  designate  an  HSA  for  up  to 
36  months  and  sets  forth  a  process  for  the  Secretary  to  terminate  an 
agreement  with  an  HSA  if  it  is  not  complying  with  the  law.  This 
process  requires  the  Secretary  to  consult  with  the  Governor  and  the 
Statewide  Health  Coordinating  Council  (SHCC),  give  the  HSA  ade- 
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quate  notice  of  the  intention  to  terminate  the  designation  agreement, 
and  provide  the  HSA  with  a  reasonable  opportunity  for  a  hearing. 

Section  104(e)  provides  that  when  a  health  service  area  is  redesig- 
nated, the  HSA  serving  that  area  will  continue  to  do  so  unless  the 
Secretary  determines  that  the  Agency  cannot  effectively  carry  out 
health  planning  and  development  activities  for  the  area. 

Section  105.  Limits  on  Designated  Agencies 

Section  105  amends  section  1515(c)(3)  by  allowing  the  Secretary,  in 
cases  where  the  health  systems  agency  is  not  adequately  performing  its 
functions  or  meeting  the  requirements  of  the  Act,  to  add  conditions 
to  renewal  of  a  designation  agreement,  including  a  limitation  of  the 
agency's  functions  or  of  its  grant  under  section  1516  so  as  to  assure 
that  the  agency  will  carry  out  its  functions  in  a  manner  consistent 
with  title  XV  of  the  Public  Health  Service  Act. 

Section  106.  Planning  Grants 

Section  106(a)  amends  section  1515  and  provides  that  the  minimum 
grant  for  a  health  systems  agency  may  not  be  less  than  $200,000 
in  the  fiscal  year  ending  September  30,  1979,  $215,000  in  the  fiscal 
year  1980,  and  $230,000  in  the  fiscal  year  1981.  This  increasing  mini- 
mum grant  recognizes  both  the  need  to  adjust  for  inflation  and  the 
need  to  provide  funding  to  support  the  increasing  responsibilities 
of  the  health  systems  agencies. 

Section  1516  is  also  amended  to  allow  the  Department  of  Health, 
Education,  and  Welfare  to  match  contributed  non-Federal  funds  for 
both  the  health  systems  agency  which  receives  the  minimum  grant, 
as  well  as  an  agency  receiving  more  than  the  minimum. 

The  existing  HSA  funding  formula  is  changed  to  a  declining  per 
capita  funding  to  recognize  economies  of  scale.  It  provides  that  a 
health  systems  agency  will  receive  $.70  per  capita  for  its  first  million 
population,  $.50  per  capita  for  its  second  million  population,  or  part 
thereof,  and  $.30  per  capita  for  any  population  over  two  million. 
However,  if  the  Secretary  determines  that  the  amoant  provided  by 
the  formula  is  not  needed  by  the  agency,  he  may  reduce  the  amount  of 
the  grant. 

Section  106(b)  allows  the  Secretary  to  increase  the  funding  levels  of 
health  S3^stems  agencies  to  recognize  certain  extraordinary  expenses 
that  would  not  be  adequately  covered  in  the  amount  provided  b}^  the 
formula.  Such  expenses  might  include  the  large  expense  of  staff  and 
board  member  travel  in  rural  areas  or  the  expense  that  results  from  a 
bi-state  HSA  having  to  participate  in  the  activities  of  more  than  one 
state. 

Section  107.  Carryover  of  Grant  Funds 

Section  107(a)  amends  section  1516(a)  and  provides  that  if  the  health 
systems  agencies  have  unobligated  funds  at  the  end  of  a  fiscal  year, 
they  may  use  those  funds  in  the  following  fiscal  year  as  long  as  the 
designation  agreement  remains  in  effect. 

Section  107(b)  and  (c)  add  the  same  carry-over  provision  for  the 
State  health  planning  development  agency  in  section  1525(a)  and  for 
those  receiving  grants  for  rate  regulation  under  section  1526(c). 
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Section  108.  Member  skip  requirements 

Section  108(a)  (1)  amends  section  1512(b)  (3)  (C)  (i)  by  clarifying  that 
the  requirement  to  include  major  purchasers  of  health  care  on  the 
HSA  governing  body  includes  labor  organizations. 

Section  108(a)(2)  amends  section  1512(b)  (3)  (C)  (ii)  by  requiring 
that  the  provider  members  of  the  HSA  either  be  residents  of  or  have 
their  principal  place  of  business  in  the  health  service  area.  It  also 
adds  to  the  categories  of  providers  listed  in  section  1512(b)  (3)  (C)  (ii) 
which  must  be  represented:  (1)  the  dean  of  at  least  one  school  of 
medicine  if  there  is  such  a  school  in  the  area;  and  (2)  other  providers 
of  health  care  as  defined  in  section  1531(3).  The  existing  law  defines 
other  providers  but  does  not  explicitly  provide  for  their  representation 
on  an  HSA  governing  body. 

Section  108(a)(3)  requires  that  at  least  one-half  of  the  providers 
shall  be  direct  providers  and  that  at  least  one  of  them  shall  be  a  person 
engaged  in  the  administration  of  a  hospital. 

Section  108(b)(1)  amends  section  1512(b)  (3)  (C)  (iii)  and  clarifies 
the  requirement  that  public  elected  officials  and  other  representatives 
of  general  purpose  local  governments  are  required  to  be  included  in 
the  membership  of  the  health  systems  agency  governing  body. 

Section  108(b)  (2)  provides  that  the  HSA  membership  shall  include  a 
percentage  of  individuals  who  reside  in  nonmetropolitan  areas  which 
is  at  least  equal  to  the  percentage  of  residents  in  nonmetropolitan 
areas. 

Section  108(b)(3)  and  (c)  amends  section  1512(b)(3)(C)  to  provide 
that  the  representative  of  the  Veterans  Administration  shall  not  be 
considered  in  determining  the  numerical  limits  of  an  HSA,  i.e.,  an 
HSA  required  to  have  a  VA  representative  can  have  a  31  member 
governing  body. 

Section  108(d)(1)  amends  section  1512(b)  (3) (C)(i)  by  allowing  a 
resident  of  the  area  who  is  no  longer  a  provider  to  be  eligible  for  con- 
sumer membership  on  the  board  unless  he  has  been  a  direct  provider  in 
the  twelve  months  prior  to  appointment.  The  existing  law  requires 
twelve  months  to  elapse  before  any  provider,  whether  or  not  direct, 
would  be  eligible  for  consumer  membership. 

Section  108(d)  (2)  revises  the  definition  of  provider  of  health  care  by 
deleting  the  notion  of  indirect  provider.  Deleted  from  the  existmg 
definition  of  provider  are  the  following:  (1)  board  members  of  volun- 
tary health  organizations  who  do  not  have  as  their  primary  purpose 
the  delivery  of  health  care,  the  conduct  of  research,  or  the  conduct  of 
health  professional  instruction;  and  (2)  the  immediate  family  of  a 
provider  with  the  exception  of  the  provider's  spouse. 

Section  108(e)  amends  1512(b) (3)  (C)  (iv)  and  requires  that  HSA 
appointed  subcommittees  and  advisory  groups  shall  have  consumer 
majorities. 

Section  109.  Governing  Body  Selection 

Section  109  amends  section  1512(b)(3)  and  requires  the  health  sys- 
tems agency  to  establish  a  process  for  the  selection  of  the  members  of 
its  governing  body  which  is  designed  to  assure  broad  participation  in 
the  process  by  residents  in  the  area.  The  amendment  prohibits  a 
selection  process  which  would  result  in  a  self-perpetuating  governing 
body  by  requiring  that  at  least  one-half  of  the  consumers  and  providers 
on  the  governing  body  shall  not  be  nominated  or  selected  by  the 
governing  body. 
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Section  110.  Responsibilities  oj  Governing  Bodies 

Section  110(a)  amends  section  1512(b)  (3)  (B)  (i)  to  provide  that  when 
the  health  systems  agency  is  a  public  regional  planning  body  or  unit 
of  general  local  government,  that  the  public  board  shall  have  respons- 
ibility for  the  establishment  of  personnel  rules  and  practices  for  the 
staff  of  the  agency  and  for  the  agency's  budget  unless  such  functions 
are  specifically  delegated  to  the  governing  body  for  health  planning. 

Section  1 10(b)  amends  section  1512(b)  (3)  (A)  by  providing  that  when 
a  health  systems  agency  is  a  public  regional  planning  body  or  unit  of 
general  local  government,  the  public  governing  board  shall  appoint 
the  members  of  the  governing  body  for  health  planning. 

Section  110(b)  also  amends  section  1512(b)(3)(A)  to  provide  that 
when  a  health  systems  agency  elects  to  have  a  governing  body  of  more 
than  30  members  and  establishes  an  executive  committee  that  has 
authority  to  take  action  for  the  board,  then  that  executive  committee 
shall  be  composed  of  not  less  than  10  members,  or  more  than  30 
members. 

Section  110(c)  allows  the  public  board  of  a  public  HSA  to  approve 
the  health  plans  developed  by  the  governing  body  for  health  planning. 

Section  111.  Meetings  and  Records 

Section  111(a)  (c),  and  (d)  amend  sections  1512(b)  (3)  (B)  (viii), 
section  1522(b)(6),  and  section  1524(b)(3)  to  provide  that  the  health 
systems  agency,  the  State  health  planning  development  agency,  and 
the  Statewide  Health  Coordinating  Council  are  not  required  to  conduct 
those  portions  of  business  meetings  that  deal  wdth  personnel  matters 
in  public  and  that  records  and  data  on  agency  personnel  do  not  have 
to  be  made  available  to  the  public  upon  request.  The  law  currently 
has  very  broad  sunshine  provisions. 

Section  111(b)  amends  section  1512(b)(6)  to  provide  that  any 
executive  committee  of  the  agency  or  any  entity  appointed  by  the 
governing  body  or  executive  committee  shall:  (1)  conduct  its  business 
meetings  (other  than  parts  of  meetings  on  personnel  matters)  in 
public;  (2)  give  adequate  notice  of  its  meetings  to  those  persons  who 
have  requested  such  notice ;  and  (3)  make  its  records  and  data  (other 
than  records  and  data  on  personnel),  available  upon  request  to  the 
public.  Similar  provisions  currently  exist  for  the  governing  body. 

Section  112.  Support  and  Reimbursement  for  Members  oj  Governing 
Bodies 

Section  112(a)  amends  section  1512(b)(3)  by  adding  a  requirement 
that  each  health  systems  agency  have  an  identifiable  program  of 
providing  assistance  to  the  members  of  its  governing  body,  executive 
committee  (if  any) ,  and  other  committees  appointed  by  the  governing 
body,  and  shall  include  in  such  program  means  to  define  the  support 
needs  of  the  members  and  to  provide  its  members  with  the  support, 
training,  and  continuing  education  which  is  needed. 

Section  112(b)  amends  section  1512(b)  (3)  (B)  (iv)  by  allowing  the 
HSA,  where  appropriate,  to  make  advances  to  board  members  for  the 
reasonable  costs  incurred  in  attending  meetings  of  the  governing 
body. 

Section  112(c)  amends  section  1512(b)(2)(A)  and  requires  that  at 
least  one  member  of  the  HSA  staff  shall  have  the  responsibility  of 
providing  consumer  members  of  the  governing  body  with  assistance 
in  performing  their  functions. 
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Section  113.  Conflicts  oj  Interest 

Section  113  amends  section  1513(b)  (3)  by  providing  that  no  member 
of  the  governing  body  or  its  subunits  may  vote  on  project  reviews 
that  deal  with  an  individual  or  entity  with  which  such  member  has 
any  substantial  ownership,  employment,  fiduciary,  contractual, 
creditor,  or  consultive  relationship.  It  also  requires  adequate  disclosure 
of  such  conflict  of  interest  in  relationship  to  any  matter  before  the 
HSA.  Similar  requirements  are  added  to  the  Statewide  Health  Co- 
ordinating Council  (SHCC)  provisions. 

Section  114-  Staff  Expertise 

Section  114  amends  section  1512(a)(2)(A)  by  adding  expertise  in 
both  financial  and  economic  analysis,  and  the  prevention  of  disease  and 
other  public  health  matters  to  the  list  of  expertise  which  should  be 
present,  to  the  extent  feasible,  on  a  health  systems  agency's  staff. 

Section  115.  Health  Plan  Requirements 

Section  115(a)  amends  section  1524(c)(1)  requiring  that  the  State- 
wide Health  Coordinating  Council  (SHCC)  establish  a  uniform  format 
for  health  systems  plans,  thus  facilitating  the  SHCC's  role  in  coordi- 
nating health  systems  plans  and  preparing  the  State  health  plan. 

Section  115(b)  amends  section  1513(b)(2)  to  require  the  HSA  to 
develop  its  health  systems  plan  in  accordance  with  the  format  pre- 
scribed by  the  Statewide  Health  Coordinating  Council. 

Section  115(c)  amends  section  1524(c)(2),  section  1513(b)(2),  and 
section  1523(a)(2),  requiring  the  State  health  planning  and  develop- 
ment agency  to  determine  the  health  needs  of  the  State  which  are 
statewide  and  requiring  the  health  systems  plans  (HSP)  to  be  de- 
veloped in  a  way  which  is  responsive  to  those  statewide  health  needs. 

Section  115(d)  amends  section  1513(b)(2)  by  requiring  that  the 
health  systems  plan  include  a  statement  of  the  resource  requirements — 
personnel,  facilities,  and  other  resources — which  the  agency  determines 
to  be  needed  to  meet  goals  set  forth  in  the  health  systems  plan.  This 
section  also  requires  that  revisions  of  the  HSP  be  subject  to  the  same 
public  hearing  requirement  as  the  plan's  establishment. 

Section  115(e)  amends  section  1513(b)(3)  by  requiring  that  the 
annual  implementation  plan  include  a  statement  of  resource  require- 
ments needed  to  meet  the  objectives  of  the  annual  implementation 
plan.  This  section  also  adds  requirements  that  the  Health  Systems 
Agency  assure  that  the  public  has  had  adequate  input  into  the  devel- 
opment and  revision  of  the  annual  implementation  plan.  These  require- 
ments are  identical  to  the  publication  and  public  hearing  requirements 
required  of  the  HSA  in  the  adoption  and  revision  of  the  health  sys- 
tems plan. 

Section  115(f)  repeals  section  1513(b)(4)  which  requires  the  agency 
to  develop  and  publish  specific  plans  and  projects  for  achieving  the 
objectives  established  in  the  AIP.  A  provision  is  added  to  clarify 
that  the  development  of  an  HSP  or  AIP  in  an  area  that  includes  an 
area  under  the  jurisdiction  of  an  Indian  tribe  or  an  Alaska  native 
village  does  not  affect  the  authority  of  the  tribe  or  village  to  establish 
and  carry  out  a  health  plan  for  the  Indian  health  programs  under  its 
jurisdiction  and  if  a  plan  is  developed,  it  shall  be  included  in  the  HSP. 

Section  115(g)  deletes  the  existing  requirement  in  1513(b)(2)  that 
the  goals  of  the  health  systems  plan  are  to  be  ' 'consistent  with"  the 
National  Guidelines  for  Health  Planning.  This  makes  it  clear  that 
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the  HSA  can  establish  goals  that  are  different  from  the  National 
Guidelines  in  order  to  be  responsive  to  the  unique  needs  and  resources 
of  its  area.  However,  the  section  requires  that  if  the  goals  contained 
in  the  HSP  are  not  consistent  with  the  National  Guidelines,  the  HSA 
shall  provide  the  SHPDA  and  the  SHCC  with  a  detailed  statement 
of  the  reasons  for  the  inconsistency. 

Section  115(h)  amends  section  1524(c)  (2)  by  providing  that  the  State 
health  plan  approved  by  the  SHCC  shall  be  the  State  health  plan  for 
the  State,  unless  within  60  days  after  its  approval,  the  Governor 
disapproves  the  plan  because  it  does  not  effectively  meet  the  established 
statewide  health  needs.  In  doing  so,  the  Governor  shall  make  public 
a  detailed  statement  on  the  basis  for  his  determination  that  the  plan 
does  not  meet  statewide  health  needs  and  shall  specify  the  changes 
in  the  plan  which  are  needed. 

Section  116.  Criteria  and  Procedures  jor  Reviews 

Section  116(a)  and  (b)  amends  section  1532  by  requiring  that  in  the 
conduct  of  reviews  of  plans  or  applications  for  Federal  funds,  that  the 
SHCC  shall,  to  the  extent  appropriate,  use  the  procedures  and  criteria 
that  apply  to  other  reviews  under  title  XV  listed  in  section  1532. 

Section  116(c)  requires  that  the  HSA,  the  State  health  planning  and 
development  agency  and  the  SHCC  work  together  in  developing 
criteria  and  procedures  for  review. 

Section  116(d)  amends  section  1532(c)(6)  by  requiring  that  in 
adopting  criteria  the  planning  agencies  shall  consider,  in  the  case  of 
health  services  proposed  to  be  provided,  the  effect  of  the  proposed 
services  on  the  clinical  need  of  health  professional  training  programs, 
the  extent  to  which  such  programs  will  have  access  to  these  services 
if  they  are  to  be  available  in  a  limited  number  of  facilities,  and  the 
extent  to  which  such  services  will  be  accessible  to  all  the  residents 
of  the  area  to  be  served  by  the  services. 

Section  116(e)  amends  section  1532(c)  by  adding  additional  criteria 
to  the  list  provided  for  health  systems  agency  and  State  Agency 
consideration  in  developing  their  own  criteria.  This  would  require 
that  in  the  case  of  health  services  or  facilities  proposed  to  be  provided, 
the  efficiency  and  appropriateness  of  the  use  of  existing  services  and 
facilities  similar  to  those  proposed  be  considered  in  the  review  process. 

Section  116(f)  amends  section  1532(b)(2)  and  provides  that  failure 
of  a  planning  agency  to  complete  a  review  within  the  period  pre- 
scribed for  review  may  not  be  deemed  a  negative  recommendation 
or  decision. 

Section  117.  Certificate  of  Need  Program 

Section  117(a)  amends  part  C  of  title  XV  by  adding  a  new  section 
1527  entitled  "Certificate  of  Need  Program." 

Section  1527(a)(1)  requires  that  a  certificate  of  need  program  pro- 
vide for  the  review  and  determination  of  need  for  major  medicaJ 
equipment,  health  care  facilities,  institutional  health  services,  home 
health  services,  and  capital  expenditures. 

Section  1527(a)(2)  requires  that  the  program  shall  provide  that 
only  the  equipment,  facilities,  services,  and  capital  expenditures 
found  to  be  needed  shall  be  acquired,  offered,  developed,  or  obligated. 

Section  1527(a)(3)  provides  that  after  a  certificate  of  need  is 
issued  an  annual  review  shall  be  conducted  of  the  progress  being  made 
in  making  the  equipment,  facility,  or  service  for  which  the  certificate 
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of  need  was  issued  available  for  use,  and  if  it  is  determined  that 
adequate  progress  is  not  being  made  the  certificate  shall  be  withdrawn. 

Section  1527(a)(4)  requires  that  a  certificate  of  need  shall  specify 
the  maximum  amount  of  the  capital  expenditure  which  may  be 
obligated  for  the  project  approved  under  the  certificate  of  need.  It  also 
requires  that  the  program  prescribe  the  extent  of  additional  review 
required  of  a  project  that  exceeds  the  maximum  capital  expenditures 
approved. 

Section  1527(a)(5)  requires  that  a  certificate  of  need  program  pro- 
vide any  applicant  who  is  dissatisfied  with  the  decision  made  under 
the  program  with  an  appeals  mechanism  consistent  with  State  law 
governing  the  practices  and  procedures  of  administrative  agencies. 

Section  1527(a)(6)  requires  that  decisions  of  the  State  Agency 
under  the  certificate  of  need  program  not  be  inconsistent  with  the 
state  health  plan.  It  also  requires  that  a  certificate  of  need  be  issued 
by  the  State  Agency  solely  on  the  basis  of  the  record  established  in  the 
administrative  proceedings  held  with  respect  to  the  application  for 
such  certificate. 

Section  1527(a)(7)  allows  the  reviews  to  be  conducted  in  such  a 
manner  that  batching  of  applications  can  occur  with  comparisons 
being  made  among  applications. 

Section  1527(b)  requires  that  in  the  review  of  an  application  sub- 
mitted by  an  HMO  for  new  institutional  health  services  or  health 
care  facilities  if  the  SHPDA  finds  (1)  that  approval  of  the  application 
is  required  to  meet  the  needs  of  the  HMO's  members  and  (2)  that  ap- 
propriate services  are  not  available  through  existing  facilities,  the 
SHPDA  shall  approve  the  application. 

Section  1527(c)  excludes  from  required  certificate  of  need  coverage 
the  acquisition  of  major  medical  equipment  that  is  not  owned  or 
located  in  a  health  care  facility  unless  that  equipment  will  be  used  to 
provide  services  for  inpatients  of  a  hospital.  Any  person  who  plans  to 
acquire  such  major  medical  equipment  shall  notify  the  SHPDA  of 
such  plans  so  that  the  agency  can  determine  if  the  acquisition  requires 
review. 

Section  1527(d)  requires  that  in  granting  certificates  of  need,  the 
State  Agency  shall  take  into  account  the  recommendations  made  by 
health  systems  agencies  within  the  State. 

Section  117(b)(1)  amends  section  1523(a)(4)(B)  to  bring  that  pro- 
vision into  conformance  with  new  section  1527  and  the  coverage  of  a 
certificate  of  need  program  to  include  capital  expenditures,  home 
health  services,  health  care  facilities  and  major  medical  equipm_ent. 

Section  117(b)(2)  provides  that  a  certificate  of  need  program  for  a 
State  shall  not  be  found  satisfactory  to  the  Secretary  unless  each 
determination  of  need  within  the  State  is  made  by  the  State  Agency 
solely  on  the  basis  of  its  review  conducted  in  accordance  with  the  pro- 
cedures and  criteria  it  has  adopted  in  accordance  with  this  title  and 
regulations  promulgated  under  it. 

Section  117(b)(3)(A)  amends  section  1531  by  providing  definitions 
for  the  terms  ^'capital  expenditure"  and  ''major  medical  equipment." 

Section  117(b)(3)(B)  modifies  the  definition  of  institutional  health 
services  in  section  1531(5)  and  results  in  n  change  in  the  mandated 
coverage  under  a  satisfactory  certificate  of  need  program  to  provide 
that  health  maintenance  organizations  shall  be  subject  to  the  same 
coverage  requirements  as  other  health  care  facilities.  As  the  definition 
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is  currently  written  a  health  maintenance  organization  is  subject  to 
broader  coverage  requirements  than  other  facilities  or  organizations. 

Section  117(b)(4)  amends  section  1522(b) (13)  to  allow  States  to  use 
an  appeals  mechanism  which  is  consistent  with  the  State  law  governing 
the  practices  and  procedures  of  administrative  agencies.  If  there  is  no 
such  State  law  the  review  must  be  made  by  an  agency  of  the  State 
other  than  the  SHPDA. 

Section  117(c)  requires  that  the  Secretary  of  Health,  Education,  and 
Welfare  promulgate  such  regulations  as  may  be  necessary  to  enable  the 
States  to  establish  certificate  of  need  programs  which  meet  the  require- 
ments of  Section  1527  within  180  days. 

Section  118.  Appropriateness  Review 

Section  118(a)  amends  section  1513(g)(1)  and  section  1523(a)(6) 
and  requires  that  the  health  systems  agency  and  the  State  health 
planning  and  development  agency  review  at  least  those  institutional 
health  services  which  are  offered  in  the  area  and  which  have  been 
designated  by  the  Secretary  for  appropriateness  review.  It  also  adds 
home  health  services  to  the  services  to  be  included  in  appropriateness 
review.  The  existing  statute  requires  that  all  institutional  health 
services  offered  in  an  area  be  reviewed  every  five  years. 

Section  118(b)  adds  a  new  section  1528  authorizing  grants  to  States 
for  the  purpose  of  demonstrating  the  effectiveness  of  various  means 
for  reducing  excess  hospital  capacity.  Such  grants  would  assist 
SHPDA's  in  identifying  excess  capacity,  informing  the  public  of  its 
costs,  and  developing  a  program  to  reduce  excess  capacity  in  a  way 
that  provides  the  greatest  savings  in  the  cost  of  health  care  delivery. 
Four  million  dollars  is  authorized  for  each  of  the  next  three  years. 

Section  119.  Review  and  Approval  oj  Proposed  Uses  of  Federal  Funds 
Section  119(a)  amends  section  1524(c)(6)  by  requiring  the  SHCC 
to  review  any  application  submitted  to  the  Secretary  by  a  State  for  a 
grant  or  contract  (either  project  or  formula)  awarded  under  the  Public 
Health  Service  Act,  the  Community  Mental  Health  Centers  Act,  the 
Comprehensive  Alcohol  Abuse  and  Alcoholism  Prevention,  Treatment, 
and  Rehabilitation  Act  of  1970,  or  section  409  of  the  Drug  Abuse 
Office  and  Treatment  Act  for  projects  in  more  than  one  health  service 
area.  The  current  law  requires  the  Statewide  Health  Coordinating 
Council  to  review  onl}^  formula  grants  under  these  Acts. 

If  the  SHCC  recommends  disapproval  the  Secretary  may  not  make 
Federal  funds  available  if  he  finds  that  the  application  is  not  in  con- 
formity with  the  State  health  plan.  The  Governor  shall  be  given  30 
days  to  submit  a  revised  plan  or  application. 

Section  119(b)  amends  section  1513(e)  by  deleting  the  require- 
ment that  health  systems  agencies  review  and  approve  proposed 
uses  of  Federal  funds  awarded  to  a  State  for  projects  in  more  than  one 
health  service  area.  The  amendment  also  provides  for  a  uniform  treat- 
ment of  research  or  training  grants  or  contracts.  Health  Systems  Agen- 
cies shall  not  review  and  approve  or  disapprove  the  proposed  use  of 
the  funds  for  grants  or  contracts  for  research  and  training  unless  the 
grant  or  contract  is  to  be  used  to  support  the  development  of  health 
resources  intended  for  use  in  the  health  service  area  for  the  delivery 
of  health  services.  The  amendment  also  provides  that  when  a  State 
is  to  make  a  grant  or  contract  in  a  health  service  area  from  funds 
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Section  201(b)  restructures  the  loan  and  loan  guarantee  provision 
of  section  1620  to  provide  assistance  for  projects  in  the  following 
priority  areas: 

1.  Modernization  of  medical  facilities. 

2.  Construction  of  new  outpatient  medical  facilities. 

3.  Construction  of  new  hospitals  in  (a)  areas  of  rapid  popula- 
tion or  (b)  areas  where  merger  or  closure  of  medical  facilities 
results  in  a  reduction  of  hospital  beds. 

4.  Conversion  of  existing  medical  facilities,  outpatient  medical 
facilities  or  facilities  for  long  term  care. 

Section  201(c)  amends  section  1625  b}^  authorizing,  in  addition 
to  the  existing  project  grant  program  for  construction  or  moderniza- 
tion of  public  hospitals,  a  project  grant  program  for  the  construction 
of  outpatient  medical  facilities  apart  from  hospitals  in  medically 
underserved  areas  and  the  conversion  of  existing  facilities  into  out- 
patient medical  facilities  or  facilities  for  long  term  care.  A  grant  could 
be  awarded  for  up  to  80  percent  of  the  cost  of  such  projects  and  100 
percent  of  the  cost  of  such  projects  located  in  urban  or  rural  poverty 
areas;  $30  million,  $40  million,  and  $40  million  are  authorized  for 
fiscal  years  1979,  1980,  and  1981  respectively  for  outpatient  medical 
facilities.  One  hundred  million  dollars  is  authorized  for  each  of  these 
three  years  for  grants  to  public  hospitals. 

Section  202.  Conforming  Amendments 

Section  202  contains  additional  conforming  amendments  to  Title 
XVI. 

Section  203.  Technical  Amendments 

Section  203  contains  technical  amendments  to  Title  XVI. 
Section  204-  Effective  Date 

Section  204  provides  that  the  amendments  in  title  II  of  the  bill 
shall  take  effect  on  October  1,  1978. 

Changes  in  Existing  Law  Made  by  the  Bill,  As  Reported  In  compli- 
ance with  clause  3  of  rule  XIII  of  the  Rules  of  the  House  of  Repre- 
sentatives, changes  in  existing  law  made  by  the  bill,  as  reported,  are 
shown  as  follows  (existing  law  proposed  to  be  omitted  is  enclosed  in 
black  brackets,  new  matter  is  printed  in  italic,  existing  law  in  which  no 
change  is  proposed  is  shown  in  roman) : 

Public  Health  Service  Act 

Hr  *  *  *  *  * 

TITLE  XV— NATIONAL  HEALTH  PLANNING  AND 
DEVELOPMENT 

Part  A — National  Guidelines  for  Health  Planning 

NATIONAL  guidelines  FOR  HEALTH  PLANNING 

Sec.  1501.  (a)  The  Secretary  shall,  within  eighteen  months  after 
the  date  of  the  enactment  of  this  title,  by  regulation  issue  guidelines 
concerning  national  health  planning  policy  [and  shall,  as  he  deems 
appropriate,  by  regulation  revise  such  guidelines].  Regulations  under 
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this  subsection  shall  be  promulgated  in  accordance  \\dth  section  553  of 
title  5,  United  States  Code. 

(b)  The  Secretary  shall  include  in  the  guidelines  issued  under  sub- 
section (a)  the  following: 

(1)  Standards  respecting  the  appropriate  supply,  distribution, 
and  organization  of  health  resources. 

(2)  A  statement  of  national  health  planning  goals  developed 
after  consideration  of  the  priorities,  set  forth  in  section  1502,  which 
goals,  to  the  maximum  extent  practicable,  shall  be  expressed  in 
quantitative  terms. 

(c)  [In  issuing  guidelines  under  subsection  (a)  the  Secretary  shallj 
At  least  45  days  before  the  initial  publication  of  a  regulation  proposing  a 
guideline  under  subsection  (a)  or  a  revision  under  subsection  (d)  of  such 
a  guideline  the  Secretary  shall  with  respect  to  such  proposed  guideline 
or  revision^  consult  with  and  solicit  recommendations  and  comments 
from  the  health  systems  agencies  designated  under  part  B,  the  State 
health  planning  and  development  agencies  designated  under  part  C, 
the  Statewide  Health  Coordinating  Councils  established  under  part 
C,  associations  and  specialty  societies  representing  medical  and  other 
health  care  providers,  and  the  National  Council  on  Health  Planning 
and  Development  established  by  section  1503. 

{d)  The  Secretary  shall,  on  an  annual  ba^is,  review  the  standards  and 
goals  included  in  the  guidelines  issued  under  subsection  (a).  In  con- 
ducting such  a  review,  the  Secretary  shall  review  the  health  systems  plans 
and  annual  implementation  plans  of  health  systems  agencies  and  State 
health  plans.  If  the  Secretary  proposes  to  revise  a  guideline  issued  under 
subsection  (a),  he  shall  make  such  revision  by  regulations  promulgated 
in  accordance  with  section  553  of  title  5,  United  States  Code. 

(e)  (1)  The  Secretary  shall  collect  data  to  determine  whether  the  health 
care  delivery  systems  meet  or  are  changing  to  meet  the  standards  and  goals 
included  in  the  guidelines  issued  under  subsection  (a)  and  to  determine 
the  personnel,  facilities,  and  other  resources  needed  to  meet  such  stand- 
ards and  goals.  The  Secretary  shall  prescribe  (A)  the  manner  in  which 
such  data  shall  be  assembled  and  reported  to  the  Secretary  by  health  systems 
agencies.  State  health  planning  and  development  agencies,  and  other 
entities,  and  (B)  the  definitions  which  shall  be  used  by  such  agencies  and 
entities  in  assembling  and  reporting  such  data. 

{2)  The  Secretary  shall  from  the  data  collected  under  paragraph  (1) 
periodically  make  public  a  (A)  statement  of  the  relationship  betiveen 
such  standards  and  goals  and  the  status  of  the  supply,  distribution,  and 
organization  of  health  resources  with  respect  to  which  such  standards 
and  goals  were  established,  and  (B)  summary  of  changes  (either  through 
additions  or  reductions)  in  resources  needed  to  meet  such  standards  and 
goals. 

NATIONAL  HEALTH  PRIORITIES 

Sec.  1502.  The  Congress  finds  that  the  following  deserve  priority 
consideration  in  the  formulation  of  national  health  planning  goals  and 
in  the  development  and  operation  of  Federal,  State,  and  area  health 
planning  and  resources  development  programs : 

(1)  The  provision  of  primary  care  services  for  medically  un- 
derserved  populations,  especialh^  those  which  are  located  in  rural 
or  economically  depressed  areas. 
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Section  201(b)  restructures  the  loan  and  loan  guarantee  provision 
of  section  1620  to  provide  assistance  for  projects  in  the  following 
priority  areas: 

1.  Modernization  of  medical  facilities. 

2.  Construction  of  new  outpatient  medical  facihties. 

3.  Construction  of  new  hospitals  in  (a)  areas  of  rapid  popula- 
tion or  (b)  areas  where  merger  or  closure  of  medical  facilities 
results  in  a  reduction  of  hospital  beds. 

4.  Conversion  of  existing  medical  facilities,  outpatient  medical 
facilities  or  facilities  for  long  term  care. 

Section  201(c)  amends  section  1625  b}^  authorizing,  in  addition 
to  the  existing  project  grant  program  for  construction  or  moderniza- 
tion of  public  hospitals,  a  project  grant  program  for  the  construction 
of  outpatient  medical  facilities  apart  from  hospitals  in  medically 
underserved  areas  and  the  conversion  of  existing  facilities  into  out- 
patient medical  facilities  or  facilities  for  long  term  care.  A  grant  could 
be  awarded  for  up  to  80  percent  of  the  cost  of  such  projects  and  100 
percent  of  the  cost  of  such  projects  located  in  urban  or  rural  poverty 
areas;  $30  million,  $40  million,  and  $40  million  are  authorized  for 
fiscal  years  1979,  1980,  and  1981  respectively  for  outpatient  medical 
facilities.  One  hundred  million  dollars  is  authorized  for  each  of  these 
three  years  for  grants  to  public  hospitals. 

Section  202.  Conforming  Amendments 

Section  202  contains  additional  conforming  amendments  to  Title 
XVI. 

Section  203.  Technical  Amendments 

Section  203  contains  technical  amendments  to  Title  XVI. 
Section  204-  Effective  Date 

Section  204  provides  that  the  amendments  in  title  II  of  the  bill 
shall  take  effect  on  October  1,  1978, 

Changes  in  Existing  Law  Made  by  the  Bill,  As  Reported  In  compli- 
ance with  clause  3  of  rule  XIII  of  the  Rules  of  the  House  of  Repre- 
sentatives, changes  in  existing  law  made  by  the  bill,  as  reported,  are 
shown  as  follows  (existing  law  proposed  to  be  omitted  is  enclosed  in 
black  brackets,  new  matter  is  printed  in  italic,  existing  law  in  which  no 
change  is  proposed  is  shown  in  roman) : 

Public  Health  Service  Act 
******* 

TITLE  XV— NATIONAL  HEALTH  PLANNING  AND 
DEVELOPMENT 

Part  A — National  Guidelines  for  Health  Planning 

NATIONAL  GUIDELINES  FOR  HEALTH  PLANNING 

Sec.  1501.  (a)  The  Secretary  shall,  within  eighteen  months  after 
the  date  of  the  enactment  of  this  title,  by  regulation  issue  guidelines 
concerning  national  health  planning  policy  [and  shall,  as  he  deems 
appropriate,  by  regulation  revise  such  guidelines].  Regulations  under 
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this  subsection  shall  be  promulgated  in  accordance  with  section  553  of 
title  5,  United  States  Code. 

(b)  The  Secretary  shall  include  in  the  guidelines  issued  under  sub- 
section (a)  the  following: 

(1)  Standards  respecting  the  appropriate  supply,  distribution, 
and  organization  of  health  resources. 

(2)  A  statement  of  national  health  planning  goals  developed 
after  consideration  of  the  priorities,  set  forth  in  section  1502,  which 
goals,  to  the  maximum  extent  practicable,  shall  be  expressed  in 
quantitative  terms. 

(c)  [In  issuing  guidelines  under  subsection  (a)  the  Secretary  shall] 
At  least  4^  days  before  the  initial  publication  of  a  regulation  proposing  a 
guideline  under  subsection  (a)  or  a  revision  under  subsection  (d)  of  such 
a  guideline  the  Secretary  shall  with  respect  to  such  proposed  guideline 
or  revision,  consult  with  and  solicit  recommendations  and  comments 
from  the  health  systems  agencies  designated  under  part  B,  the  State 
health  planning  and  development  agencies  designated  under  part  C, 
the  Statewide  Health  Coordinating  Councils  established  under  part 
C,  associations  and  specialty  societies  representing  medical  and  other 
health  care  providers,  and  the  National  Council  on  Health  Planning 
and  Development  established  by  section  1503. 

(d)  The  Secretary  shall,  on  an  annual  basis,  review  the  standards  and 
goals  included  in  the  guidelines  issued  under  subsection  (a).  In  con- 
ducting such  a  review,  the  Secretary  shall  review  the  health  systems  plans 
and  annual  implementation  plans  of  health  systems  agencies  and  State 
health  plans.  If  the  Secretary  proposes  to  revise  a  guideline  issued  under 
subsection  (a),  he  shall  make  such  revision  by  regulations  promulgated 
in  accordance  with  section  553  of  title  5,  United  States  Code. 

(e)  (1)  The  Secretary  shall  collect  data  to  determine  whether  the  health 
care  delivery  systems  meet  or  are  changing  to  meet  the  standards  and  goals 
included  in  the  guidelines  issued  under  subsection  (a)  and  to  determine 
the  personnel,  facilities,  and  other  resources  needed  to  meet  such  stand- 
ards and  goals.  The  Secretary  shall  prescribe  (A)  the  manner  in  which 
such  data  shall  be  assembled  and  reported  to  the  Secretary  by  health  systems 
agencies,  State  health  planning  and  development  agencies,  and  other 
entities,  and  (B)  the  definitions  which  shall  be  used  by  such  agencies  and 
entities  in  assembling  and  reporting  such  data. 

(2)  The  Secretary  shall  from  the  data  collected  under  paragraph  (1) 
periodically  make  public  a  (A)  statement  of  the  relationship  between 
such  standards  and  goals  and  the  status  of  the  supply,  distribution,  and 
organization  of  health  resources  with  respect  to  which  such  standards 
and  goals  were  established,  and  (B)  summary  of  changes  {either  through 
additions  or  reductions)  in  resources  needed  to  meet  such  standards  and 
goals. 

NATIONAL  HEALTH  PRIORITIES 

Sec.  1502.  The  Congress  finds  that  the  following  deserve  priority 
consideration  in  the  formulation  of  national  health  planning  goals  and 
in  the  development  and  operation  of  Federal,  State,  and  area  health 
planning  and  resources  development  programs: 

(1)  The  provision  of  primar}^  care  services  for  medically  un- 
derserved  populations,  especially  those  which  are  located  in  rural 
or  economically  depressed  areas. 
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(2)  The  development  of  multi-institutional  systems  for  co- 
ordination or  consolidation  of  institutional  health  services  (in- 
cluding obstetric,  pediatric,  emergency  medical,  intensive  and 
coronary  care,  and  radiation  therapy  services). 

(3)  The  development  of  medical  group  practices  (especially 
those  whose  services  are  appropriately  coordinated  or  inteegrated 
with  institutional  health  services),  health  maintenance  organi- 
zations, and  other  organized  systems  for  the  provision  of  health 
care. 

(4)  The  training  and  increased  utilization  of  physician  assist- 
ants, especially  nurse  clinicians. 

(5)  The  development  of  multi-institutional  arrangements  for 
the  sharing  of  support  services  necessary  to  all  health  service 
institutions. 

(6)  The  promotion  of  activities  to  achieve  needed  improve- 
ments in  the  quality  of  health  services,  including  needs  identified 
by  the  review  activities  of  Professional  Standards  Review 
Organizations  under  part  B  of  title  XI  of  the  Social  Security  Act. 

(7)  The  development  by  health  service  institutions  of  the 
capacity  to  provide  various  levels  of  care  (including  intensive 
care,  acute  general  care,  and  extended  care)  on  a  geographically 
integrated  basis. 

(8)  The  promotion  of  activities  for  the  prevention  of  disease, 
including  studies  of  nutritional  and  environmental  factors  affect- 
ing health  and  the  provision  of  preventive  health  care  services. 

(9)  The  adoption  of  uniform  cost  accounting,  simplified  re- 
imbursement, and  utilization  reporting  systems  and  improved 
management  procedures  for  health  service  institutions. 

(10)  The  development  of  effective  methods  of  educating  the 
general  public  concerning  proper  personal  (including  preventive) 
health  care  and  methods  for  effective  use  of  available  health 
services. 

{11)  The  discontinuance  of  duplicative  or  unneeded  services  and 
facilities. 

(12)  The  adoption  of  policies  which  will  {A)  contain  the  rapidly 
rising  costs  of  health  care  delivery,  (B)  insure  more  appropriate  use 
of  health  care  services,  and  {C)  promote  greater  efficiency  in  the  health 
care  delivery  system. 

NATIONAL  COUNCIL  ON  HEALTH  PLANNING  AND  DEVELOPMENT 

Sec.  1503.  (a)  There  is  established  in  the  Department  of  Health, 
Education,  and  Welfare  an  advisory  council  to  be  known  as  the 
National  Council  on  Health  Planning  and  Development  (hereinafter 
in  this  section  referred  to  as  the  ''Council")-  The  Council  shall  advise, 
consult  with,  and  make  recommendations  to,  the  Secretary  with  re- 
spect to  (1)  the  development  of  national  guidelines  under  section  1501, 
(2)  the  implementation  and  administration  of  this  title  and  title  XVI, 
and  (3)  an  evaluation  of  the  implications  of  new  medical  technology 
for  the  organization,  delivery,  and  equitable  distribution  of  health 
care  services. 

(b)(1)  The  Council  shall  be  composed  of  fifteen  members.  The  Chief 
Medical  Director  of  the  Veterans'  Administration,  the  Assistant  Sec- 
retary for  Health  and  Environment  of  the  Department  of  Defense,  and 


the  Assistant  Secretary  for  Health  of  the  Department  of  Health, 
Education,  and  Welfare  shall  be  nonvoting  ex  officio  members  of  the 
Council.  The  remaining  members  shall  be  appointed  by  the  Secretary 
and  shall  be  persons  who,  as  a  result  of  their  training,  experience,  or 
attainments,  are  exceptionally  well  qualified  to  assist  in  carrying  out 
the  functions  of  the  Council.  Of  the  voting  members,  not  less  than 
five  shall  be  persons  who  are  not  providers  of  health  services,  nor 
more  than  three  shall  be  officers  or  employees  of  the  Federal  Govern- 
ment, not  less  than  three  shall  be  members  of  governing  bodies  of 
health  systems  agencies  designated  under  part  B,  and  not  less  than 
three  shall  be  members  of  Statewdde  Health  Coordinating  Councils 
established  under  section  1524.  The  two  major  political  parties  shall 
have  equal  representation  among  the  voting  members  on  the  Council. 

(2)  The  term  of  office  of  voting  members  of  the  Council  shall  be 
six  years,  except  that — 

(A)  of  the  members  first  appointed  to  the  Council,  four  shall 
be  appointed  for  terms  of  two  years  and  four  shall  be  appointed 
for  terms  of  four  years,  as  designated  by  the  Secretary  at  the 
time  of  appointment;  and 

(B)  any  member  appointed  to  fill  a  vacancy  occurring  prior  to 
the  expiration  of  the  term  for  which  his  predecessor  was  appointed 
shall  be  appointed  only  for  the  remainder  of  such  term. 

A  member  may  serve  after  the  expiration  of  his  term  until  his  suc- 
cessor has  taken  office. 

(3)  The  chairman  of  the  Council  shall  be  selected  by  the  voting 
members  from  among  their  number.  The  term  of  office  of  the  chairman 
of  the  Council  shall  be  the  lesser  of  three  years  or  the  period  remaining 
in  his  term  of  office  as  a  member  of  the  Council. 

(c)  (1)  Except  as  provided  in  paragraph  (2),  the  members  of  the 
Council  shall  each  be  entitled  to  receive  the  daily  equivalent  of  the 
annual  rate  of  basic  pay  in  effect  for  grade  GS-18  of  the  General 
Schedule  for  each  day  (including  travel  time)  during  which  they  are 
engaged  in  the  actual  performance  of  duties  vested  in  the  Council. 

(2)  Members  of  the  Council  who  are  full-time  officers  or  employees 
of  the  United  States  shall  receive  no  additional  pay  on  account  of  their 
service  on  the  Council. 

(3)  While  away  from  their  homes  or  regular  places  of  business  in 
the  performance  of  services  for  the  Council,  members  of  the  Council 
shall  be  allowed  travel  expenses,  including  per  diem  in  lieu  of  sub- 
sistence, in  the  same  manner  as  persons  employed  intermittently  in 
the  Government  service  are  allowed  expenses  under  section  5703(b) 
of  title  5,  United  States  Code. 

(d)  The  Council  may  appoint,  fix  the  pay  of,  and  prescribe  the  func- 
tions of  such  personnel  as  are  necessary  to  carry  out  its  functions.  In 
addition,  the  Council  may  procure  the  services  of  experts  and  con- 
sultants as  authorized  by  section  3109  of  title  5,  United  States  Code, 
but  without  regard  to  the  last  sentence  of  such  section. 

(e)  The  provisions  of  section  14(a)  of  the  Federal  Advisory  Com- 
mittee Act  shall  not  apply  with  respect  to  the  Council. 
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Part  B — Health  Systems  Agencies 
health  service  areas 

Sec.  1511.  (a)  Except  as  provided  in  section  1536,  there  shall  be 
established,  in  accordance  with  this  section,  health  service  areas 
throughout  the  United  States  with  respect  to  which  health  systems 
agencies  shall  be  designated  under  section  1515.  Each  health  service 
area  shall  meet  the  following  requirements: 

(1)  The  area  shall  be  a  geographic  region  appropriate  for  the 
effective  planning  and  development  of  health  services,  deter- 
mined on  the  basis  of  factors  including  population  and  the 
availability  of  resources  to  provide  all  necessary  health  services 
for  residents  of  the  area. 

(2)  To  the  extent  practicable,  the  area  shall  include  at  least 
one  center  for  the  provision  of  highly  specialized  health  services. 

(3)  The  area,  upon  its  establishment,  shall  have  a  population 
of  not  less  than  five  hundred  thousand  or  more  than  three  million; 
except  that — 

(A)  the  population  of  an  area  may  be  more  than  three 
million  if  the  area  includes  a  standard  metropolitan  statisti- 
cal area  (as  determined  by  the  Office  of  Management  and 
Budget)  with  a  population  of  more  than  three  million,  and 

(B)  the  population  of  an  area  may — 

(i)  be  less  than  five  hundred  thousand  if  the  area 
comprises  an  entire  State  which  has  a  population  of 
less  than  five  hundred  thousand,  or 

(ii)  be  less  than — 

(I)  five  hundred  thousand  (but  not  less  than 
two  hundred  thousand)  in  unusual  circumstances 
(as  determined  by  the  Secretary),  or 

(II)  two  hundred  thousand  in  highly  unusual 
circumstances  (as  determined  by  the  Secretary), 

if  the  Governor  of  each  State  in  which  the  area  is  located 
determines,  with  the  approval  of  the  Secretary,  that 
the  area  meets  the  other  requirements  of  this  subsection. 

(4)  To  the  maximum  extent  feasible,  the  boundaries  of  the 
area  shall  be  appropriately  coordinated  with  the  boundaries 
of  areas  designated  under  section  1152  of  the  Social  Security 
Act  for  Professional  Standards  Review  Organizations,  existing 
regional  planning  areas,  and  State  planning  and  administrative 
areas. 

The  boundaries  of  a  health  service  area  shall  be  established  so  that, 
in  the  planning  and  development  of  health  services  to  be  offered 
within  the  health  service  area,  any  economic  or  geographic  barrier 
to  the  receipt  of  such  services  in  nonmetropolitan  areas  is  taken  into 
account.  The  boundaries  of  health  service  areas  shall  be  established 
so  as  to  recognize  the  differences  in  health  planning  and  health  serv- 
ices development  needs  between  nonmetropolitan  and  metropolitan 
areas.  Each  standard  metropolitan  statistical  area  shall  be  entirely 
within  the  boundaries  of  one  health  service  area,  except  that  if  the 
Governor  of  [each]  any  State  in  which  a  standard  metropolitan 
statistical  area  is  located  determines,  with  the  approval  of  the  Sec- 
retary, that  in  order  to  meet  the  other  requirements  of  this  subsection 
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a  health  service  area  should  contain  only  part  of  the  standard  metro- 
politan statistical  area,  then  such  statistical  area  shall  not  be  required 
to  be  entirely  within  the  boundaries  of  such  health  service  area. 

(b)(1)  Within  thirty  days  following  the  date  of  the  enactment  of 
this  title,  the  Secretary  shall  simultaneously  give  to  the  Governor 
of  each  State  written  notice  of  the  initiation  of  proceedings  to  establish 
health  service  areas  throughout  the  United  States.  Each  notice  shall 
contain  the  following: 

(A)  A  statement  of  the  requirement  (in  subsection  (a))  of 
the  establishment  of  health  service  areas  throughout  the  United 
States. 

(B)  A  statement  of  the  criteria  prescribed  by  subsection  (a) 
for  health  service  areas  and  the  procedures  prescribed  by  this 
subsection  for  the  designation  of  health  service  area  boundaries. 

(C)  A  request  that  the  Governor  receiving  the  notice  (i) 
designate  the  boundaries  of  health  service  areas  within  his  State, 
and,  where  appropriate  and  in  cooperation  with  the  Governors 
of  adjoining  States,  designate  the  boundaries  within  his  State  of 
health  service  areas  located  both  in  his  State  and  in  adjoining 
States,  and  (ii)  submit  (in  such  form  and  manner  as  the  Sec- 
retary shall  specify)  to  the  Secretary,  within  one  hundred  and 
twenty  days  of  the  date  of  enactment  of  this  title,  such  boundary 
designations  together  with  comments,  submitted  by  the  entities 
referred  to  in  paragraph  (2),  with  respect  to  such  designations. 

At  the  time  such  notice  is  given  under  this  paragraph  to  each  Governor, 
the  Secretary  shall  publish  as  a  notice  in  the  Federal  Register  a 
statement  of  the  giving  of  his  notice  to  the  Governor  and  the  criteria 
and  procedures  contained  in  such  notice. 

(2)  Each  State's  Governor  shall  in  the  development  of  boundaries 
for  health  service  areas  consult  with  and  solicit  the  views  of  the 
chief  executive  officer  or  agency  of  the  political  subdivisions  within 
the  State,  the  State  agency  which  administers  or  supervises  the 
administration  of  the  State's  health  planning  functions  under  a 
State  plan  approved  under  section  314(a),  each  entity  within  the 
State  which  has  developed  a  comprehensive  regional,  metropolitan, 
or  other  local  area  plan  or  plans  referred  to  in  section  314(b),  and 
each  regional  medical  program  established  in  the  State  under  the  title 
IX. 

(3)  Within  two  hundred  and  ten  days  after  the  date  of  enactment 
of  this  title,  the  Secretar}^  shall  publish  as  a  notice  in  the  Federal 
Register  the  health  service  area  boundary  designations.  The  bound- 
aries for  health  service  areas  submitted  by  the  Governors  shall, 
except  as  otherwise  provided  in  subparagraph  (B),  constitute  upon 
their  publication  in  the  Federal  Register  the  boundaries  for  such 
health  service  areas. 

(B)(i)  If  the  Secretary  determines  that  a  boundary  submitted  to 
him  for  a  health  service  area  does  not  meet  the  requirements  of 
subsection  (a),  he  shall,  after  consultation  with  the  Governor  who 
submitted  such  boundary,  make  such  revision  m  the  boundary  for 
such  area  (and  as  necessary,  in  the  boundaries  for  adjoining  health 
service  areas)  as  may  be  necessary  to  meet  such  requirements  and 
publish  such  revised  boundary  (or  boundaries);  and  the  revised 
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boundary  (or  boundaries)  shall  upon  publication  in  the  Federal 
Register  constitute  the  boundary  (or  boundaries)  for  such  health 
service  area  (or  areas).  The  Secretary  shall  notify  the  Governor  of 
each  State  in  which  is  located  a  health  service  area  whose  boundary 
is  revised  under  this  clause  of  the  boundary  revision  and  the  reasons 
for  such  revision. 

(ii)  In  the  case  of  areas  of  the  United  States  not  included  within 
the  boundaries  for  health  service  areas  submitted  to  the  Secretary 
as  requested  under  the  notice  under  paragraph  (1),  the  Secretary 
shall  establish  and  publish  in  the  Federal  Register  health  service  area 
boundaries  which  include  such  areas.  The  Secretary  shall  notify  the 
Governor  of  each  State  in  which  is  located  a  health  service  area  the 
boundary  for  which  is  established  under  this  clause  of  the  boundaries 
established.  In  carrying  out  the  requirement  of  this  clause,  the 
Secretary  may  make  such  revisions  in  boundaries  submitted  under 
subparagraph  (A)  as  he  determines  are  necessary  to  meet  the  require- 
ment of  subsection  (a)  for  the  establishment  of  health  service  areas 
throughout  the  United  States. 

(4)  The  Secretary  shall  review  on  a  continuing  basis  and  at  the 
request  of  any  Governor  or  designated  health  systems  agency  the 
appropriateness  of  the  boundaries  of  the  health  service  areas  estab- 
lished under  paragraph  (3)  and,  [if  he  determines  that  a  boundary 
for  a  health  service  area  no  longer  meets  the  requirements  of  sub- 
section (a),  he  may  revise  the  boundaries]  if  he  determines,  after 
providing  reasonable  opportunity  jor  a  public  hearing — 

(A)  that  a  health  service  area  does  not  meet  the  requirement  of 
paragraph  (1)  of  subsection  (a)  relating  to  effective  planning  and 
development  of  health  services,  and 

(B)  revision  of  the  boundaries  would  establish  an  area  which 
meets  such  requirement  and  which  better  meets  at  least  one  other 
requirement  of  such  subsection, 

he  may  revise  the  boundaries  in  accordance  with  the  procedures  pre- 
scribed by  paragraph  (3)(B)(ii)  for  the  establishment  of  boundaries 
of  health  service  areas  which  include  areas  not  included  in  boundaries 
submitted  by  the  Governors.  If  the  Secretary  acts  on  his  own  initiative 
to  revise  the  boundaries  of  any  health  service  area,  he  shall  consult 
with  the  Governor  of  the  appropriate  State  or  States,  the  entities 
referred  to  in  paragraph  (2),  the  appropriate  health  systems  agency 
or  agencies  designated  under  part  B  and  the  appropriate  Statewide 
Health  Coordinating  Council  established  under  part  C.  A  request  for 
boundary  revision  shall  be  made  only  after  consultation  with  the 
Governor  of  the  appropriate  State  or  States,  the  entities  referred  to 
in  paragraph  (2),  the  appropriate  designated  health  systems  agencies, 
and  the  appropriate  established  Statewide  Health  Coordinating 
Council  and  shall  include  the  comments  concerning  the  revision 
made  by  the  entities  consulted  in  requesting  the  revision. 

(5)  Within  one  year  after  the  date  of  the  enactment  of  this  title 
the  Secretary  shall  complete  the  procedures  for  the  initial  establish- 
ment of  the  boundaries  of  health  service  areas  which  (except  as  pro- 
vided in  section  1536)  include  the  geographic  area  of  all  the  States. 

C(c)  Notwithstanding  any  other  requirement  of  this  section,  an 
area — 
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[(1)  for  which  has  been  developed  a  comprehensive  regional, 
metropolitan  area,  or  other  local  area  plan  referred  to  in  section 
314(b),  and 

[(2)  which  otherwise  meets  the  requirements  of  subsection  (a), 
shall  be  designated  by  the  Secretary  as  a  health  service  area  unless 
the  Governor  of  any  State  in  which  such  area  is  located,  upon  a  finding 
that  another  area  is  a  more  appropriate  region  for  the  effective  plan- 
ning and  development  of  health  resources,  waives  such  requirement.] 

HEALTH  SYSTEMS  AGENCIES 

Sec.  1512.  (a)  Definition. — For  purposes  of  this  title,  the  term 
''health  systems  agency"  means  an  entity  which  is  organized  and 
operated  in  the  manner  described  in  subsection  (b)  and  which  is 
capable,  as  determined  by  the  Secretary,  of  performing  each  of  the 
functions  described  in  section  1513.  The  Secretary  shall  by  regulation 
establish  standards  and  criteria  for  the  requirements  of  subsection  (b) 
and  section  1513. 

(b)(1)  Legal  Structure. — A  health  systems  agency  for  a  health 
service  area  shall  be — 

(A)  a  nonprofit  private  corporation  (or  similar  legal  mecha- 
nism such  as  a  public  benefit  corporation)  which  is  incorporated 
in  the  State  in  which  the  largest  part  of  the  population  of  the 
health  service  area  resides,  which  is  not  a  subsidiary  of,  or  other- 
wise controlled  by,  any  other  private  or  public  corporation  or 
other  legal  entity,  and  which  only  engages  in  health  planning 
and  development  functions; 

(B)  a  public  regional  planning  body  if  (i)  it  has  a  governing 
board  composed  of  a  majority  of  elected  oflicials  of  units  of  general 
local  government  or  it  is  authorized  by  State  law  (in  effect  before 
the  date  of  enactment  of  this  subsection)  to  carry  out  health 
planning  and  review  functions  such  as  those  described  in  section 
1513,  and  (ii)  its  planning  area  is  identical  to  the  health  service 
area;  or 

(C)  a  single  unit  of  general  local  government  if  the  area  of  the 
jurisdiction  of  that  unit  is  identical  to  the  health  service  area. 

A  health  systems  agency  may  not  be  an  educational  institution  or 
operate  such  an  institution. 
(2)  Staff.— 

(A)  Expertise. — A  health  systems  agency  shall  have  a  staff 
which  provides  the  agency  with  expertise  in  at  least  the  following : 
(i)  Administration,  (ii)  the  gathering  and  analysis  of  data,  (iii) 
health  planning,  [and]  (iv)  development  and  use  of  health  re- 
sources (v)  to  the  extent  feasible,  financial  and  economic  analysis, 
and  (vi)  to  the  extent  feasible,  prevention  of  disease  and  other  public 
health  matters.  At  least  one  member  of  the  staff  shall  be  designated 
to  have  the  responsibility  of  providing  the  consumer  members  of  the 
governing  body  of  an  agency  with  such  assistance  as  they  may 
require  to  effectively  perform  their  functions.  The  functions  of 
planning  and  of  development  of  health  resources  shall  be  con- 
ducted by  staffs  with  skills  appropriate  to  each  function. 
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(B)  Size  and  employment. — The  size  of  the  professional  staff 
of  any  health  systems  agency  shall  be  not  less  than  five,  except 
that  if  the  quotient  of  the  population  (rounded  to  the- next  highest 
one  hundred  thousand)  of  the  health  service  area  which  the  agency 
serves  divided  by  one  hundred  thousand  is  greater  than  five,  the 
minimum  size  of  the  professional  staff  shall  be  the  lesser  of  (i) 
such  quotient,  or  (ii)  twenty-five.  The  members  of  the  staff  shall 
be  selected,  paid,  promoted,  and  discharged  in  accordance  with 
siich  system  as  the  agency  may  establish,  except  that  the  rate  of 
pay  for  any  position  shall  not  be  less  than  the  rate  of  pay  prevail- 
ing in  the  health  service  area  for  similar  positions  in  other  public 
or  private  health  service  entities.  If  necessary  for  the  performance 
of  its  functions,  a  health  systems  agency  may  employ  consultants 
and  may  contract  with  individuals  and  entities  for  the  provision 
of  services.  Compensation  for  consultants  and  for  contracted 
services  shall  be  established  in  accordance  with  standards  estab- 
lished by  regulation  by  the  Secretary. 
(3)  Governing  Body. — 

(A)  In  general. — A  health  systems  agency  which  is  a  public 
regional  planning  body  or  unit  of  general  local  government  shall, 
in  addition  to  any  other  governing  body,  [have  a  governing  body 
for  health  planning  which  is  established  in  accordance  with  sub- 
paragraph (C),3  appoint  a  governing  body  for  health  planning  in 
accordance  with  subparagraph  {(J)  which  shall  have  the  responsi- 
bilities prescribed  by  subparagraph  (B),  and  which  has  exclusive 
authority  to  perform  for  the  agency  the  functions  described  in 
section  1513.  Any  other  health  systems  agency  shall  have  a  gov- 
erning body  composed,  in  accordance  with  subparagraph  (C),  of 
not  less  than  ten  members  and  of  not  more  than  thirty  members, 
except  that  the  number  of  members  may  exceed  thirty  if  the 
governing  body  has  established  another  unit  (referred  to  in  this 
paragraph  as  an  ''executive  committee")  composed,  in  accordance 
with  subparagraph  (C) ,  of  [not  more  than  twenty-five  members] 
not  less  than  ten  members  and  oj  not  more  than  thirty  members  of 
the  governing  body  and  has  delegated  to  that  unit  the  authority 
to  take  such  action  (other  than  the  establishment  and  revision  of 
the  plans  referred  to  in  subparagraph  (B)(ii))  as  the  governing 
body  is  authorized  to  take. 

(B)  Responsibilities. — The  governing  body — 

[(i)  shall  be  responsible  for  the  internal  affairs  of  the 
health  systems  agency,  including  matters  relating  to  the 
staff  of  the  agency,  the  agency's  budget,  and  procedures  and 
criteria  (developed  and  published  pursuant  to  section  1532) 
applicable  to  its  functions  under  subsections  (e) ,  (f ) ,  (g) ,  and 
(h)  of  section  1513; J 

{i)  shall  be  responsible  jor — 

(/)  the  internal  afairs  oj  the  health  systems  agency^ 
including  matters  relating  to  the  sta;ff  oj  the  agency  and  the 
agency^  budget,  except  that  the  governing  body  jor  health 
planning  oj  an  agency  which  is  a  public  regional  planning 
body  or  unit  oj  general  local  government  shall  not  be  respon- 
sible jor  the  establishment  oj  personnel  rules  and  practices 
jor  the  staff  oj  the  agency  or  jor  the  agency^ s  budget  unless 
authorized  by  the  planning  body  or  unit  oj  government^  and 
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(77)  procedures  and  criteria  developed  and  published 
■pursuant  to  section  1532  and  applicable  to  its  junction:^ 
under  subsections  (e),  (/),  and  {g)  of  section  1513; 

(ii)  shall  be  responsible  for  the  establishment  of  the  health 
systems  plan  and  annual  implementation  plan  required  by 
section  1513(b),  except  that  each  such  plan  for  a  health  systems 
agency  described  in  subparagraph  (B)  or  (C)  of  paragraph  (1) 
shall  be  subject  to  the  approval  of  the  public  regional  planning 
body  or  unit  of  general  local  government  which  is  the  health 
systems  agency; 

(iii)  shall  be  responsible  for  the  approval  of  grants  and 
contracts  made  and  entered  into  under  section  1513(c)(3); 

(iv)  shall  be  responsible  for  the  approval  of  all  actions 
taken  pursuant  to  subsections  (e),  (f),  and  (g)[,  and  (h)]  of 
section  1513; 

(v)  shall  (I)  issue  an  annual  report  concerning  the  activities 
of  the  agency,  (II)  include  in  that  report  the  health  systems 
plan  and  annual  implementation  plan  developed  by  the 
agency,  and  a  listing  of  the  agency's  income,  expenditures, 
assets,  and  liabilities,  and  (III)  make  the  report  readily  avail- 
able to  the  residents  of  the  health  service  area  and  the  various 
communications  media  serving  such  area; 

(vi)  shall  reimburse  (or  when  appropriate  make  advances  to) 
its  members  for  their  reasonable  costs  incurred  in  attending 
meetings  of  the  governing  body; 

(vii)  shall  meet  at  least  once  in  each  calendar  quarter 
of  a  year  and  shall  meet  at  least  two  additional  times  in 
a  year  unless  its  executive  committee  meets  at  least  twice  in 
that  year;  and 

(viii)  shall  (I)  conduct  its  business  meetings  {other 
than  those  parts  of  meetings  which  involve  matters  respecting 
personnel  of  the  agency)  in  public,  (II)  give  adequate  notice 
to  the  public  of  such  meetings,  and  (III)  make  its  records 
and  data  {other  than  records  and  data  on  the  personnel  of  the 
health  systems  agency)  available,  upon  request,  to  the  public. 

The  governing  body  (and  executive  committee  (if  any))  of  a 
health  systems  agency  shall  act  only  by  vote  of  a  majority  of 
its  members  present  and  voting  at  a  meeting  called  upon  ade- 
quate notice  to  all  of  its  members  and  at  which  a  quorum  is  in 
attendance.  A  quorum  for  a  governing  body  and  executive  com- 
mittee shall  be  not  less  than  one-half  of  its  members. 

(C)  Composition. — The  membership  of  the  governing  body 
and  the  executive  committee  (if  any)  of  any  agency  shall  meet  the 
following  requirements : 

(i)  A  majority  (but  not  more  than  60  per  centum  of  the 
members)  shall  be  residents  of  the  health  service  area 
served  by  the  entity  who  are  consumers  of  health  care 
and  who  are  not  [(nor  within  the  twelve  months  preceding 
appointment  been)  providers  of  health  care]  providers  of 
health  care  and  have  not  within  the  twelve  months  preceding 
appointment  been  direct  providers  of  health  care  {as  defined  in 
section  1531  {3)  {A))  and  who  are  broadly  representative  of 
the  social,  economic,  linguistic,  and  racial  [populations,] 
populations  and  geographic  areas  of  the  health  service 
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area[,]  and  major  purchasers  of  health  care  (including 
labor  organizations). 

(ii)  The  remainder  of  the  members  shall  be  residents  of, 
or  have  their  principal  place  of  business  in,  the  health  service 
area  served  by  the  agency  who  are  providers  of  health  care 
and  who  represent  (I)  physicians  (particularly  practicing 
physicians),  dentists,  nurses,  optometrists,  and  other  health 
professionals,  [(II)  health  care  institutions  (particularly 
hospitals,  long-term  care  facilities,  substance  abuse  treatment 
facilities  and  health  maintenance  organizations,  (III)  health 
care  insurers,  (IV)  health  professional  schools,  and  (V)  the 
allied  health  professions.]  (II)  hospitals  and  other  health  care 
institutions  (such  as  facilities  Jor  long-term  care  and  health  main- 
tenance organizations) ,  (///)  if  the  health  service  area  contains 
one  or  more  accredited  schools  of  medicine,  the  dean  of  at  least 
one  such  school,  (IV)  health  professional  schools  (other  than 
schools  of  medicine  if  such  schools  are  represented  pursuant  to 
subclause  (III)),  (V)  the  allied  health  professions,  (V/)  health 
care  insurers,  and  (VII)  other  providers  of  health  care  a^  de- 
fined in  section  1531(3).  Not  less  than  [one-third]  one-half 
of  the  providers  of  health  care  who  are  members  of  the  gov- 
erning body  or  executive  committee  of  a  health  systems 
agency  shaU  be  direct  providers  of  health  care  (as  described 
in  section  1531(3))  and  of  such  direct  providers  of  health  care, 
at  least  one  shall  be  a  person  engaged  in  the  administration  of 
a  hospital. 

(iii)  The  membership  shall — 

(I)  include  (either  through  consumer  or  provider 
members)  public  elected  officials  and  other  representa- 
tives of  [governmental  authorities  in  the  agency's 
health  service  area  and  representatives  of  public  and 
private  agencies  in  the  area  concerned  with  health.] 
general  purpose  local  governments  in  the  agency's  health 
service  area, 

(II)  include  (either  through  consumer  or  provider  mem- 
bers) representatives  of  public  and  private  agencies  in  the 
area  concerned  with  health, 

[(II)]  (///)  include  a  percentage  of  individuals  who 
reside  in  nonmetropolitan  areas  within  the  health  service 
area  which  percentage  is  at  least  equal  to  the  percentage 
of  residents  of  the  area  who  reside  in  nonmetropolitan 
areas,  [and] 

[(III)]  (IV)  if  the  health  systems  agency  serves  an 
area  in  which  there  is  located  one  or  more  hospitals  or 
other  health  care  facilities  of  the  Veterans'  Administra- 
tion, include,  as  an  ex  officio  member,  and  individual 
whom  the  Chief  Medical  Director  of  the  Veterans' 
Administration  shall  have  designated  for  such  purpose, 
and  [if  the  agency  serves  an  area  in  which  there  is  located 
one  or  more  qualified  health  maintenance  organizations 
(within  the  meaning  of  section  1310),  include  at  least 
one  member  who  is  representative  of  such  organiza- 
tions.] 
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(17)  ^y  the  agency  serves  an  area  in  which  there  is  located 
one  or  more  qualified  health  maintenance  organizations 
{within  the  meaning  of  section  1310),  include  at  least  one 
member  who  is  representative  of  such  organizations. 
(iv)  If,  in  the  exercise  of  its  functions,  a  governing  body 
or  executive  committee  appoints  a  subcommittee  of  its 
members  or  an  advisory  group,  it  shall,  to  the  extent  prac- 
ticable, make  its  appointments  to  any  such  subcommittee 
or  group  in  such  a  manner  as  to  provide  the  representation 
on  such  subcommittee  or  group  described  in  this  subpara- 
graph, except  that  appointments  shall  be  made  to  such  sub- 
committees and  groups  in  such  a  manner  that  a  majority  of 
their  members  shall  be  consumers  of  health  care, 
A  member  of  a  governing  body  or  other  entity  appointed  pursuant 
to  clause  (Hi)  {IV)  shall  not  be  considered  in  determining  the  num- 
ber of  members  of  the  governing  body  for  purposes  of  the  numerical 
limit  prescribed  by  subparagraph  {A) . 

{D)  Selection. — Each  health  systems  agency  shall  establish  a 
process  for  the  selection  of  the  members  of  its  governing  body  which 
process  is  designed  to  assure  that  {i)  such  members  are  selected  in 
accordance  with  the  requirements  of  subparagraph  {C),  {ii)  there 
is  the  opportunity  for  broad  participation  in  such  process  by  the 
residents  of  the  health  service  area  of  the  agency,  {Hi)  the  participa- 
tion of  such  residents  will  be  encouraged  and  facilitated,  and  {iv) 
nominations  and  selections  for  at  least  one-half  of  the  consumer 
members  and  one-half  of  the  provider  members  on  the  governing  body 
will  not  be  made  by  the  governing  body.  Each  agency  shall  make 
public  such  process  and  report  it  to  the  Secretary. 

{  E)  Support. — Each  health  systems  agency  shall  have  an  identi- 
fiable program  of  providing  assistance  to  the  members  of  its  governing 
body,  executive  committee  {if  any),  and  any  entity  appointed  by  the 
gover  ning  body  or  executive  committee  in  making  decisions  for  the 
agency,  and  shall  include  in  such  program  means  to  determine  the 
support  needs  of  the  members  and  to  provide  for  meeting  those  needs 
{including  the  provision  of  training  and  continuing  education). 

{F)  Conflicts  of  interest. — No  member  of  a  governing  body 
executive  committee,  or  any  entity  appointed  by  a  governing  body  or 
executive  committee  may,  in  the  exercise  of  any  function  of  the  agency 
described  in  subsection  {e),  (f),  or  {g)  of  section  1513,  vote  on  any 
matter  before  the  governing  body,  executive  committee,  or  any  such 
entity  respecting  any  individual  or  entity  with  which  such  member 
has  any  substantial  ownership,  employment,  fiduciary,  contractual, 
creditor,  or  consultative  relationship.  A  governing  body,  executive 
committee,  and  any  entity  appointed  by  a  governing  body  or  executive 
committee  shall  require  each  of  its  members  who  has  or  has  had  such 
a  relationship  with  an  individual  or  entity  involved  in  any  matter 
before  the  governing  body,  committee,  or  entity  to  make  a  written 
disclosure  of  such  relationship  before  any  action  is  taken  by  the 
body,  committee,  or  entity  with  respect  to  such  matter  in  the  exercise 
of  any  function  of  the  agency  described  in  section  1513  and  to  make 
such  relationship  public  in  any  meeting  in  which  such  action  is  to 
be  taken. 
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(4)  Individual  Liability. — No  individual  who,  as  a  member  or 
employee  of  a  health  systems  agency,  shall,  by  reason  of  his  per- 
formance of  any  duty,  function,  or  activity  required  of,  or  authorized 
to  be  undertaken  by,  the  agency  under  this  title,  be  liable  for  the  pay- 
ment of  damages  under  any  law  of  the  United  States  or  any  State  (or 
political  subdivision  thereof)  if  he  has  acted  within  the  scope  of  such 
duty,  function,  or  activity,  has  exercised  due  care,  and  has  acted, 
with  respect  to  that  performance,  without  malice  toward  any  person 
affected  by  it. 

(5)  Private  Contributions. — No  health  systems  agency  may 
accept  any  funds  or  contributions  of  services  or  facilities  from  any 
individual  or  private  entity  which  has  a  financial,  fiduciary,  or  other 
direct  interest  in  the  development,  expansion,  or  support  of  health 
resources  unless,  in  the  case  of  an  entity,  it  is  an  organization  de- 
scribed in  section  509(a)  of  the  Internal  Revenue  Code  of  1954  and 
is  not  directly  engaged  in  the  provision  of  health  care  in  the  health 
service  area  of  the  agency.  For  purposes  of  this  paragraph,  an  entity 
shall  not  be  considered  to  have  such  an  interest  solely  on  the  basis 
of  its  providing  (directly  or  indirectly)  health  care  for  its  employees. 

(6)  Other  Requirements. — Each  health  system  agency  shaU — 
(A)  provide  that  any  executive  committee  of  the  agency  and 

any  entity  appointed  by  the  governing  body  or  executive  committee 
oj  the  agency  shall  (i)  conduct  its  business  meetings  (other  than 
those  parts  of  meetings  which  involve  matters  respecting  personnel 
of  the  agency)  in  public,  (ii)  give  adequate  notice  of  its  meetings  to 
those  persons  who  have  requested  such  notice,  and  (Hi)  make  its 
records  and  data  (other  than  records  and  data  on  personnel)  avail- 
able, upon  request,  to  the  public; 

[(A) 3 (5)  make  such  reports,  in  such  form  and  containing  such 
information,  concerning  its  structure,  operations,  performance 
of  functions,  and  other  matters  as  the  Secretary  may  from  time  to 
time  require,  and  keep  such  records  and  afford  such  access  thereto 
as  the  Secretary  may  find  necessary  to  verify  such  reports ; 

[(B)3(C)  provide  for  such  fiscal  control  and  fund  accounting 
procedures  as  the  Secretary  may  require  to  assure  proper  dis- 
bursement of,  and  accounting  for,  amounts  received  from  the 
Secretary  under  this  title  and  section  1640;  and 

[(C)] (Z>)  permit  the  Secretary  and  the  Comptroller  General 
of  the  United  States,  or  their  representatives,  to  have  access 
for  the  purpose  of  audit  and  examination  to  any  books,  documents, 
papers,  and  records  pertinent  to  the  disposition  of  amounts 
received  from  the  Secretary  under  this  title  and  section  1640. 
(c)  SuBAREA  Councils. — A  health  systems  agency  may  establish 
subarea  advisory  councils  representing  parts  of  the  agency's  health 
service  area  to  advise  the  governing  body  of  the  agency  on  the  per- 
formance of  its  functions.  The  composition  of  a  subarea  advisory 
council  shaU  conform  to  the  requirements  of  subsection  (b)(3)(C). 


FUNCTIONS  OF  HEALTH  SYSTEMS  AGENCIES 

Sec.  1513.  (a)  For  the  purpose  of — 

(1)  improving  the  health  of  residents  of  a  health  service  area, 

(2)  increasing  the  accessibihty  (including  overcoming  geo- 
graphic, architectural,  and  transportation  barriers),  accept- 
ability, continuity,  and  quality  of  the  health  services  provided 
them, 

(3)  restraining  increases  in  the  cost  of  providing  them  health 
services,  and 

(4)  preventing  unnecessary  duplication  of  health  resources, 
each  health  systems  agency  shall  have  as  its  primary  responsibiUty 
provision  of  effective  health  planning  for  its  health  service  area  and 
the  promotion  of  the  development  within  the  area  of  health  services, 
manpower,  and  facilities  which  meet  identified  needs,  reduce  docu- 
mented inefficiencies,  and  implement  the  health  plans  of  the  agency. 
To  meet  its  primary  responsibility,  a  health  systems  agency  shaU 
carry  out  the  functions  described  in  subsections  (b)  through  [(h)]  (g) 
of  this  section. 

(b)  In  providing  health  planning  and  resources  development  for 
its  health  service  area,  a  health  systems  agency  shall  perform  the 
following  functions : 

(1)  The  agency  shall  assemble  and  analyze  data  concerning — 

(A)  the  status  (and  its  determinants)  of  the  health  of  the 
residents  of  its  health  service  area, 

(B)  the  status  of  the  health  care  delivery  system  in  the 
area  and  the  use  of  that  system  by  the  residents  of  the  area, 

(C)  the  effect  the  area's  health  care  delivery  system  has 
on  the  health  of  the  residents  of  the  area, 

(D)  the  number,  type,  and  location  of  the  area's  health 
resources,  including  health  services,  manpower,  and  facilities, 

(E)  the  patterns  of  utilization  of  the  area's  health  re- 
sources, and 

(F)  the  environmental  and  occupational  exposure  factors 
affecting  immediate  and  long  term  health  conditions. 

The  agency  shall  also  assemble  and  report  to  the  Secretary  such 
data  (including  data  on  the  personnel,  facilities,  and  other  resources 
needed  to  meet  the  goals  set  forth  in  the  agency's  health  system  plan) 
as  the  Secretary  may  require  to  carry  out  his  responsibilities  under 
section  1501  (e).  The  Secretary  may  not  require  the  assembling  and 
reporting  of  data  under  this  paragraph  which  is  regularly  collected 
by  any  entity  of  the  Department  of  Health,  Education,  and  Welfare 
under  a  provision  of  law  other  than  this  title.  In  carrying  out  this 
paragraph,  the  agency  shall  to  the  maximum  extent  practicable 
use  existing  data  (including  data  developed  under  Federal  health 
programs)  and  coordinate  its  activities  with  the  cooperative 
system  provided  for  under  section  306(e). 
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(2)  The  agency  shall,  after  appropriate  consideration  of  the 
recommended  national  guidelines  for  health  planning  policy 
issued  by  the  Secretary  under  section  1501,  the  priorities  set 
forth  in  section  1502,  and  the  data  developed  pursuant  to  para- 
graph (1),  establish  (in  accordance  with  the  format  established  pur- 
suant to  section  1524ic)il)),  annually  review,  and  amend  as 
necessary  a  health  systems  plan  (hereinafter  in  this  title  referred 
to  as  the  ''HSP")  which  shall  be  a  detailed  statement  of  goals 
(A)  describing  a  healthful  environment  and  health  systems  in 
the  area  which,  when  developed,  will  assure  that  quality  health 
services  will  be  available  and  accessible  in  a  manner  which  as- 
sures continuity  of  care,  at  reasonable  cost,  for  all  residents  of 
the  area;  (B)  which  are  responsive  to  the  unique  needs  and 
resources  {includirig  entities  described  in  section  1532(c)  (7))  of 
the  area;  [and]  (Cf)  which  take  into  account  [and  is  consistent 
with]  the  national  guidelines  for  health  planning  policy  issued 
by  the  Secretary  under  section  1501  respecting  suppl}^,  distribu- 
tion, and  organization  of  health  resources  and  services;  and 
(D)  which  are  responsive  to  statewide  health  needs  as  determined  by 
the  State  health  planning  and  development  agency.  The  HSP  shall 
also  include  a  statement  of  changes  (through  increases  or  reductions, 
or  both)  in  personnel,  facilities,  and  other  resources  which  the  agency 
determines  are  required  to  meet  the  goals  set  forth  in  the  preceding 
sentence.  Before  establishing  or  revising  an  HSP,  a  health  systems 
agency  shall  conduct  a  public  hearing  on  the  proposed  HSP  and 
shall  give  interested  persons  an  opportunity  to  submit  their 
views  orally  and  in  writing.  Not  less  than  thirty  days  prior  to 
such  hearing,  the  agency  shall  publish  in  at  least  two  newspapers 
of  general  circulation  throughout  its  health  service  area  a  notice 
of  its  consideration  of  the  proposed  HSP,  the  time  and  place  of 
the  hearing,  the  place  at  which  interested  persons  may  consult 
the  HSP  in  advance  of  the  hearing,  and  the  place  and  period 
during  which  to  submit  written  comments  to  the  agency  on  the 
HSP.  The  agency  shall  make  its  HSP  available  to  the  State  health 
planning  and  development  agency  of  each  State  in  which  the  health 
service  area  of  the  health  systems  agency  is  located  for  inclusion  in 
the  preliminary  State  health  plan  to  be  prepared  under  section 
1523(a)  (2)  and,  if  the  goals  contained  in  the  HSP  are  not  consistent 
with  guidelines  issued  by  the  Secretary  under  section  1501,  it  shall 
provide  the  State  agency  with  a  detailed  statement  of  the  reasons  for 
the  inconsistency  between  such  goals  and  guidelines.  When  making 
such  HSP  available  to  a  Statewide  Health  Coordinating  Council 
under  section  1524(c)(2)(A),  the  agency  shall  also  report  such 
statement  to  such  Council. 

(3)  The  agency  shall  establish,  annually  review,  and  amend  as 
necessary  an  annual  implementation  plan  (hereinafter  in  this  title 
referred  to  as  the  '^AIP")  which  describes  objectives  which  will 
achieve  the  goals  of  the  HSP  and  priorities  among  the  objectives. 
In  establishing  the  AIP,  the  agency  shall  give  priority  to  those 
objectives  which  will  maximally  improve  the  health  of  the  resi- 
dents of  the  area,  as  determined  on  the  basis  of  the  relation  of 
the  cost  of  attaining  such  objectives  to  their  benefits,  and  which 
are  fitted  to  the  special  needs  of  the  area.  The  AIP  shall  include 
a  statement  of  the  personnel,  facilities,  and  other  resources  which  the 


103 


agency  determines  are  required  to  meet  the  objectives  described  pur- 
suant to  the  first  sentence.  Before  establishing  or  revising  an  AlP, 
the  agency  shall  conduct  a  public  hearing  on  the  proposed  AIP  and 
shall  give  interested  persons  an  opportunity  to  submit  their  views 
orally  and  in  writing.  Not  less  than  thirty  days  prior  to  such  hearing , 
the  agency  shall  publish  in  at  least  two  newspapers  oj  general  circu- 
lation throughout  its  health  service  area  a  notice  oj  its  consideration 
oj  the  proposed  AIP,  the  time  and  place  oj  the  hearing,  the  place 
at  which  interested  persons  may  review  the  AIP  in  advance  oj  the 
hearing,  and  the  place  and  period  during  which  to  submit  written 
comments  to  the  agency  on  the  AIP. 

[(4)  The  agency  shall  develop  and  publish  specific  plans  and 
projects  for  achieving  the  objectives  established  in  the  AIP.] 

(4)  //  a  health  service  area  includes  an  area  under  the  jurisdiction 
oj  an  Indian  tribe  or  an  Alaska  Native  Village,  the  establishment 
oj  an  HSP  and  AIP  under  this  subsection  jor  such  health  service 
area  does  not  affect  the  authority  oj  such  tribe  or  Village  to  establish 
and  carry  out  a  health  plan  jor  the  Indian  health  programs  in  the 
area  under  its  jurisdiction;  and  if  such  tribe  or  Village  establishes 
such  a  health  plan,  such  plan  shall  be  included  in  the  HSP  jor  such 
health  service  area. 
(c)  A  health  systems  agency  shall  implement  its  HSP  and  AIP,  and 
in  implementing  the  plans  it  shall  perform  at  least  the  following  func- 
tions : 

(1)  The  agency  shall  seek,  to  the  extent  practicable,  to  imple- 
ment its  HSP  and  AIP  with  the  assistance  of  individuals  and 
public  and  private  entities  in  its  health  service  area. 

(2)  The  agency  may  provide,  in  accordance  with  the  priorities 
established  in  the  AIP,  technical  assistance  to  individuals  and 
public  and  private  entities  for  the  development  of  projects  and 
programs  which  the  agency  determines  are  necessary  to  achieve 
the  health  systems  described  in  the  HSP,  including  assistance  in 
meeting  the  requirements  of  the  agency  prescribed  under  section 
1532(b). 

(3)  The  agency  shall,  in  accordance  with  the  priorities  estab- 
lished in  the  AIP,  make  grants  to  public  and  nonprofit  private 
entities  and  enter  into  contracts  with  individuals  and  public  and 
nonprofit  private  entities  to  assist  them  in  planning  and  develop- 
ing projects  and  programs  which  the  agency  determines  are 
necessary  for  the  achievement  of  the  health  systems  described  in 
the  HSP.  Such  grants  and  contracts  shall  be  made  from  the  Area 
Health  Services  Development  Fund  of  the  agency  established 
with  funds  provided  under  grants  made  under  section  1640.  No 
grants  or  contract  under  this  subsection  may  be  used  (A)  to  pay 
the  costs  incurred  by  an  entity  or  individual  in  the  delivery  of 
health  services  (as  defined  in  regulations  of  the  Secretary),  or 
(B)  for  the  cost  of  construction  or  modernization  of  medical 
facilities.  No  single  grant  or  contract  made  or  entered  into  under 
this  paragraph  shall  be  available  for  obligation  beyond  the  one 
year  period  beginning  on  the  date  the  grant  or  contract  was  made 
or  entered  into.  If  an  individual  or  entity  receives  a  grant  or  con- 
tract under  this  paragraph  for  a  project  or  program,  such  individ- 
ual or  entity  may  receive  only  one  more  such  grant  or  contract  for 
such  project  or  program. 
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(d)  (^)  Each  health  systems  agency  shall  coordinate  its  activities 
with — 

each  Professional  Standards  Review  Organization 
(designated  under  section  1152  of  the  Social  Security  Act), 

t(2)l(5)  entities  referred  to  in  paragraphs  (1)  and  (2)  of 
section  204(a)  of  the  Demonstration  Cities  and  Metropolitan 
Development  Act  of  1966  and  regional  and  local  entities  the 
views  of  which  are  required  to  be  considered  under  regulations 
prescribed  under  section  403  of  the  Intergovernmental  Coopera- 
tion Act  of  1968  to  carry  out  section  401(b)  of  such  Act, 

r(3)l(0  other  appropriate  general  or  special  purpose  regional 
planning  or  administrative  agencies,  and 
[(4)](Z>)  any  other  appropriate  entity, 
in  the  health  systems  agency's  health  service  area.  Each  health  systems 
agency  shall  also  coordinate  its  activities  with  any  entity  of  the  State  in 
which  the  agency  is  located  which  reviews  the  rates  or  budgets  of  health 
care  facilities  located  in  the  health  systems  agency^ s  health  service  area. 
The  agency  shall,  as  appropriate,  secure  data  from  them  for  use  in 
the  agency's  planning  and  development  activities,  enter  into  agree- 
ments with  them  which  will  assure  that  actions  taken  by  such  entities 
which  alter  the  area's  health  systems  will  be  taken  in  a  manner  which 
is  consistent  with  the  HSP  and  the  AIP  in  effect  for  the  area,  and,  to 
the  extent  practicable,  provide  technical  assistance  to  such  entities. 

{2)  Each  health  systems  agency  which  has  all  or  'part  of  its  health 
service  area  within  a  part  of  a  standard  metropolitan  statistical  area 
(as  determined  by  the  Office  of  Management  and  Budget)  shall  coordinate 
its  activities  with  the  activities  of  any  other  health  systems  agency  which 
has  any  part  of  its  health  service  area  within  such  standard  metropolitan 
statistical  area.  Such  coordination  shall  be  carried  out  in  accordance  with 
a  plan  approved  by  the  Secretary  which  shall  at' least  provide  that  each 
health  systems  agency  designated  for  a  health  service  area  within  any 
part  of  a  single  standard  metropolitan  statistical  area  shall  review  (A) 
each  HSP  and  AIP  for  each  such  health  service  area,  (B)  the  criteria 
used  in  accordance  with  section  1532  for  reviews  affecting  any  such  area, 
and  (C)  each  decision  under  certificate  of  need  programs  which  affect 
any  such  area. 

(3)  The  Secretary  shall  by  regulation  provide  for  the  sharing  of  health 
planning  data  between  health  systems  agencies  and  Indian  tribes  and 
Alaska  Native  Villages. 

(e)  (1)(A)  Except  as  provided  in  subparagraph  (B),  each  health 
systems  agency  shall  review  and  approve  or  disapprove  each  proposed 
use  within  its  health  service  area  of  Federal  funds — 

(i)  appropriated  under  this  Act,  the  Community  Mental 
Health  Centers  Act,  sections  409  and  410  of  the  Drug  Abuse 
Office  and  Treatment  Act  of  1972,  or  the  Comprehensive  Alcohol 
Abuse  and  Alcoholism  Prevention,  Treatment,  and  Rehabilitation 
Act  of  1970  for  grants,  contracts,  loans,  or  loan  guarantees  for 
the  development,  expansion,  or  support  of  health  resources  by 
any  entity  other  than  the  government  of  a  State  unless  such  resources 
are  solely  within  the  health  service  area  of  such  agency ;  or 

(ii)  made  available  by  the  State  in  which  the  health  service 
area  is  located  (from  an  allotment,  contract,  or  grant  to  the 
State  under  an  Act  referred  to  in  clause  (i))  for  grants  or  contracts 
for  the  development,  expansion,  or  support  of  health  resources. 
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(B)  A  health  systems  agency  shall  not  review  and  approve  or 
disapprove  the  proposed  use  within  its  health  service  area  of  Federal 
funds  appropriated  for  grants  or  contracts  [under  title  IV,  VII,  or 
VIII  of  this  Act]  for  research  or  training  unless  the  grants  or  contracts 
are  to  be  made,  entered  into,  or  used  to  support  the  development  of 
health  resources  intended  for  use  in  the  health  service  area  or  the 
delivery  of  health  services.  In  the  case  of  a  proposed  use  within  the 
health  service  area  of  a  health  systems  agency  of  Federal  funds 
described  in  subparagraph  (A)  by  an  Indian  tribe  or  inter-tribal 
Indian  organization  for  any  program  or  project  which  will  be  located 
within  or  will  specifically  serve — 

(i)  a  federally-recognized  Indian  reservation, 

(ii)  any  land  area  in  Oklahoma  which  is  held  in  trust  by  the 
United  States  for  Indians  or  which  is  a  restricted  Indian-owned 
land  area,  or 

(iii)  a  Native  village  in  Alaska  (as  defined  in  section  3(c)  of 
the  Alaska  Native  Claims  Settlement  Act), 

a  health  systems  agency  shall  only  review  and  comment  on  such 
proposed  use. 

(2)  Notwithstanding  any  other  provision  of  this  Act  or  any  other 
Act  referred  to  in  paragraph  (1),  the  Secretary  shall  allow  a  health 
systems  agency  sixty  days  to  make  the  review  required  by  [such] 
paragraph  {l){A){i).  If  under  paragraph  {l){A){i)  an  agency  dis- 
approves a  proposed  use  in  its  health  service  area  of  Federal  funds 
described  in  paragraph  (1),  the  Secretary  may  not  make  such  Federal 
funds  available  for  such  use  until  he  has  made,  upon  request  of  the 
entity  making  such  proposal,  a  review  of  the  agency  decision.  In 
making  any  such  review  of  any  agency  decision,  the  Secretary  shall 
give  the  appropriate  State  health  planning  and  development  agency 
an  opportunity  to  consider  the  decision  of  the  health  systems  agency 
and  to  submit  to  the  Secretary  its  comments  on  the  decision.  The 
Secretary,  after  taking  into  consideration  such  State  agency's  com- 
ments (if  any),  may  make  such  Federal  funds  available  for  such  use, 
notwithstanding  the  disapproval  of  the  health  systems  agency.  Each 
such  decision  by  the  Secretary  to  make  funds  available  shall  be  sub- 
mitted to  the  appropriate  health  systems  agency  and  State  health 
planning  and  development  agency  and  shall  contain  a  detailed  state- 
ment of  the  reasons  for  the  decision. 

{3)  The  Governor  of  a  State  shall  allow  health  systems  agencies  sixty 
days  to  make  the  review  required  by  paragraph  {l)(A)(ii).  If  under  such 
paragraph  an  agency  disapproves  a  proposed  use  of  Federal  funds  in  its 
health  service  area,  the  Governor  may  not  make  such  Federal  funds  avail- 
able for  such  use  until  he  has  made,  upon  request  of  the  entity  making  such 
proposal,  a  review  of  the  agency  decision.  In  making  any  such  review  of 
any  agency  decision,  the  Governor  shall  give  the  State  health  planning  and 
development  agency  an  opportunity  to  consider  the  decision  of  the  health 
systems  agency  and  to  submit  to  the  Governor  its  comments  on  the  decision. 
The  Governor,  after  taking  into  consideration  such  State  Agency^ s  com- 
ments {if  any),  may  make  such  Federal  funds  available  for  such  use,  not- 
withstanding the  disapproval  of  the  health  systems  agency.  Each  such 
decision  by  the  Governor  to  make  funds  available  shall  be  submitted  to  the 
appropriate  health  systems  agency  and  State  health  planning  and  develop- 
ment agency  and  shall  contain  a  detailed  statement  of  the  reasons  for  the 
decision. 
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E(3)3(-4)  Each  health  systems  agency  shall  provide  each  Indian 
tribe  or  inter-tribal  Indian  organization  which  is  located  within  the 
agency's  health  service  area  information  respecting  the  availability 
of  the  Federal  funds  described  in  the  first  sentence  of  this  subsection  . 

(f)  To  assist  State  health  planning  and  development  agencies  in 
carrying  out  their  functions  under  paragraphs  (4)  and  (5)  of  section 
1523(a)  each  health  systems  agency  shall  review  and  make  recom- 
mendations to  the  appropriate  State  health  planning  and  development 
agency  respecting  the  need  for  new  institutional  health  services  pro- 
posed to  be  offered  or  developed  in  the  health  service  area  of  such 
health  systems  agency. 

(g)  (1)  Except  as  provided  in  paragraph  (2),  each  health  systems 
agency  shall  review  on  a  periodic  basis  (but  at  least  every  five  years) 
[all  institutional  health  services  offered  in  the  health  service  area 
of  the  agency]  at  least  those  institutional  and  home  health  services  which 
are  ojfered  in  the  health  service  area  of  the  agency  and  which  have  been 
designated  by  the  Secretary  by  regulation  for  appropriateness  review 
under  this  paragraph  and  shall  make  recommendations  to  the  State 
health  planning  and  development  agency  designated  under  section 
1521  for  each  State  in  which  the  health  systems  agency's  health 
service  area  is  located  respecting  the  appropriateness  in  the  area  of 
such  services. 

(2)  A  health  systems  agency  shall  complete  its  initial  review  of 
existing  institutional  health  services  within  three  years  after  the  date 
of  the  agency's  designation  under  section  1515(c). 

[(h)  Each  health  systems  agency  shall  annually  recommend  to  the 
State  health  planning  and  development  agency  designated  for  each 
State  in  which  the  health  systems  agency's  health  service  area  is 
located  (1)  projects  for  the  modernization,  construction,  and  con- 
version of  medical  facilities  in  the  agency's  health  service  area  which 
projects  will  achieve  the  HSP  and  AIP  of  the  health  systems  agency, 
and  (2)  priorities  among  such  projects.] 

ASSISTANCE   TO    ENTITIES   DESIRING   TO    BE    DESIGNATED   AS  HEALTH 

SYSTEMS  AGENCIES 

Sec.  1514.  The  Secretary  may  provide  all  necessary  technical  and 
other  nonfinancial  assistance  (including  the  preparation  of  prototype 
plans  of  organization  and  operation)  to  public  or  nonprofit  private 
entities  (including  entities  presently  receiving  financial  assistance 
[under  section  314(b)  or  title  IX  or]  as  experimental  health  service 
delivery  systems  under  section  [304]  305)  which — 

(1)  express  a  desire  to  be  designated  as  health  systems  agencies, 
and 

(2)  the  Secretary  determines  have  a  potential  to  meet  the  re- 
quirements of  a  health  systems  agency  specified  in  sections  1512 
and  1513, 

to  assist  such  entities  in  developing  applications  to  be  submitted  to 
the  Secretary  under  section  1515  and  otherwise  in  preparing  to  meet 
the  requirements  of  this  part  for  designation  as  a  health  systems 
agency. 
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DESIGXATIOX  OF  HEALTH  SYSTEMS  AGENCIES 

Sec.  1515.  (a)  At  the  earliest  practicable  date  after  the  estabhsh- 
ment  under  section  1511  of  health  service  areas  (but  not  later  than 
eighteen  months  after  the  date  of  enactment  of  this  title)  the  Secretary 
shall  enter  into  agreements  in  accordance  with  this  section  for  the 
desigTLation  of  health  systems  agencies  for  such  areas. 

(b)(1)  The  Secretary  may  enter  into  agreements  with  entities  under 
which  the  entities  would  be  designated  as  the  health  systems  agencies 
for  health  service  areas  on  a  conditional  basis  with  a  view  to  deter- 
mining their  ability  to  meet  the  requirements  of  section  1512(b),  and 
their  capacity  to  perform  the  functions  prescribed  by  section  1513. 

(2)  During  any  period  of  conditional  designation  (which,  except  as 
otherwise  provided  in  this  paragraph,  may  not  exceed  24  months), 
the  Secretary  may  require  that  the  entity  conditionallly  designated 
meet  only  such  of  the  requirements  of  section  1512(b)  and  perform 
only  such  of  the  functions  prescribed  by  section  1513  as  he  determines 
such  entit}'  to  be  capable  of  meeting  and  performing.  The  Secretary 
may,  upon  application  of  a  conditionally  designated  entity,  extend 
for  an  additional  period  of  not  to  exceed  12  months  the  period  of  such 
entity's  conditional  designation  if  the  Secretary  determines  that  (A) 
unusual  circumstances  exist  or  existed  which  prevent  such  entity  from 
qualif}Tiig  for  designation  under  subsection  (c)  within  24  months  of 
such  entity's  conditional  desig-nation  under  this  subsection,  (B)  such 
extension  should  enable  such  entity  to  qualify  for  designation  under 
subsection  (c),  and  (C)  such  extension  is  necessary  to  carry  out  the 
purposes  of  this  title.  Each  such  determination  shall  be  in  writing  and 
shall  include  a  summary  of  the  reasons  for  it.  The  number  and  t}^e  of 
such  requirements  and  fimctions  shall,  during  the  period  of  conditional 
designation,  be  progressively  increased  as  the  entity  conditionally  des- 
ignated becomes  capable  of  added  responsibility  so  that,  by  the  end 
of  such  period,  the  agency  may  be  considered  for  designation  under 
subsection  (C). 

(3)  Any  agreement  under  which  any  entity  is  conditionally  desig- 
nated as  a  health  systems  agency  may  be  terminated  by  such  entity 
upon  ninety  da^'s  notice  to  the  Secretary  or  by  the  Secretary  upon 
ninety  days  notice  to  such  entity. 

(4)  The  Secretary  ma}'  not  enter  into  an  agreement  with  any 
entity  under  paragiaph  (1)  for  conditional  desig-nation  as  a  health 
systems  agency  for  a  health  service  area  until — 

(A)  the"^  entity  has  submitted  an  application  for  such  designa 
tion  which  contains  assurances  satisfactory  to  the  Secretar}'  that 
upon  completion  of  the  period  of  conditional  desig-nation  the 
applicant  will  be  organized  and  operated  in  the  manner  described 
in  section  1512(b)  and  will  be  qualified  to  perform,  the  functions 
prescribed  by  section  1513; 

(B)  a  plan  for  the  orderly  assumption  and  implementation  of 
the  functions  of  a  health  sj'stems  agenc}*  has  been  received  from 
the  applicant  and  approved  by  the  Secretary;  and 

(C)  the  Secretary  has  consulted  with  the  Governor  of  each 
State  in  which  such  health  service  area  is  located  and  with  such 
other  State  and  local  officials  as  he  may  deem  appropriate,  with 
respect  to  such  designation. 
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In  considering  such  applications,  the  Secretary  shall  give  priority 
to  [an]  any  application  which  has  been  recommended  [for  approval 
by  each  entity  which  has  developed  a  plan  referred  to  in  section  314(b) 
for  all  or  part  of  the  health  service  area  with  respect  to  which  the 
application  was  submitted,  and  each  regional  medical  program  estab- 
lished in  such  area  under  title  IX J  by  a  Governor  for  approval.  When 
the  Secretary  enters  into  an  agreement  with  an  entity  under  paragraph  (1), 
the  Secretary  shall  notify  the  Governor  of  the  State  in  which  such  entity  is 
located  of  such  agreement. 

(c)(1)  (^)  The  Secretary  shall  enter  into  an  agreement  with  an 
entity  for  its  designation  as  a  health  systems  agency  if,  on  the  basis 
of  an  application  under  paragraph  (2)  (and,  in  the  case  of  an  entity 
conditionally  designated,  on  the  basis  of  its  performance  during  a 
period  of  conditional  designation  under  subsection  (b)  as  a  health 
systems  agency  for  a  health  service  area),  the  Secretary  determines 
that  such  entity  is  capable  of  fulfilling,  in  a  satisfactory  manner,  the 
requirements  and  functions  of  a  health  systems  agency.  Any  such 
agreement  under  this  subsection  with  an  entity  may  be  renewed  in 
accordance  with  paragraph  (3),  shall  contain  such  provisions  respect- 
ing the  requirements  of  sections  1512(b)  and  1513  and  such  conditions 
designed  to  carry  out  the  purpose  of  this  title,  as  the  Secretary  may 
prescribe,  and  shall  be  for  a  term  of  not  to  exceed  [twelve]  thirty-six 
months;  except  that,  prior  to  the  expiration  of  such  term,  such 
agreement  may  be  terminated — 

[(A)]  (i)  by  the  entity  at  such  time  and  upon  such  notice  to 
the  Secretary  as  he  may  by  regulation  prescribe,  or 

[(B)  by  the  Secretary,  at  such  time  and  upon  such  notice  to 
the  entity  as  the  Secretary  may  by  regulation  prescribe,  if  the 
Secretary  determines  that  the  entity  is  not  complying  with  or 
effectively  carrying  out  the  provisions  of  such  agreement.] 

(ii)  by  the  Secretary  if  the  Secretary  determines,  in  accordance 
with  subparagraph  (B),  that  the  entity  is  not  complying  with  the 
provisions  of  such  agreement. 
A  designation  agreement  under  this  subsection  may  be  terminated  by  the 
Secretary  before  the  expiration  of  its  term  if  the  health  service  area  with 
respect  to  which  the  agreement  was  entered  into  is  revised  under  section 
1511{b){4)  and  the  Secretary  determines,  after  consultation  with  the 
Governor  of  each  State  in  which  the  health  service  area  (as  revised)  is 
located,  that  the  health  systems  agency  designated  under  such  agreement 
cannot  effectively  carry  out  the  agreement  for  the  area  (as  revised) .  In 
terminating  an  agreement  under  the  preceding  sentence,  the  Secretary 
shall  provide  that  the  termination  shall  not  take  effect  before  an  agreement 
for  the  designation  of  a  new  agency  takes  effect  and  shall  provide  the 
agency  designated  under  the  agreement  to  be  terminated  an  opportunity 
to  terminate  its  affairs  in  a  satisfactory  manner. 

(B)  Before  the  Secretary  may  terminate,  under  subparagraph  (A) 
(ii) ,  an  agreement  with  an  entity  for  designation  as  the  health  systems 
agency  for  a  health  service  area,  the  Secretary  shall — 

(i)  consult  with  the  Governor  and  the  Statewide  Health  Coordi- 
nating Council  of  each  State  in  which  is  located  the  health  service 
area  respecting  the  proposed  termination, 

(ii)  give  the  entity  notice  of  the  intention  to  terminate  the  agree- 
ment and  in  the  notice  specify  with  particularity  (/)  the  basis  for  the 
determination  of  the  Secretary  that  the  entity  is  not  in  compliance 
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with  the  agreement,  and  (II)  the  actions  that  the  entity  should  take 
to  come  into  compliance  with  the  agreement,  and 

(Hi)  provide  the  entity  with  a  reasonable  opportunity  for  a  hearing, 
before  an  officer  or  employee  of  the  Department  of  Health,  Education, 
and  Welfare  designated  for  such  purpose,  on  the  matter  specified 
in  the  notice. 

(2)  The  Secretary  may  not  enter  into  an  agreement  with  any  entity 
under  paragraph  (1)  for  designation  as  a  health  systems  agency  for 
a  health  service  area  unless  the  entity  has  submitted  an  application 
to  the  Secretary  for  designation  as  a  health  systems  agency,  and  the 
Governor  of  each  State  in  which  the  area  is  located  has  been  con- 
sulted respecting  such  designation  of  such  entity.  Such  an  application 
shall  contain  assurances  satisfactory  to  the  Secretary  that  the  applicant 
meets  the  requirements  of  section  1512(b)  and  is  qualified  to  perform 
or  is  performing  the  functions  prescribed  by  section  1513.  In  con- 
sidering such  applications,  the  Secretary  shall  give  priority  to  [an] 
any  application  which  has  been  recommended  [for  approval  by  (A) 
each  entity  which  has  developed  a  plan  referred  to  in  section  314(b) 
for  all  or  part  of  the  health  service  area  with  respect  to  which  the 
application  was  submitted,  and  (B)  each  regional  medical  program 
established  in  such  area  under  title  IX]  by  a  Governor  for  approval. 

(3)  An  agreement  under  this  subsection  for  the  designation  of  a 
health  systems  agency  may  be  renewed  by  the  Secretary  for  a  period 
not  to  exceed  [twelve]  thirty-six  months  if  upon  review  (as  provided 
in  section  1535)  of  the  agency's  operation  and  performance  of  its 
functions,  he  determines  that' it  has  fulfilled,  in  a  satisfactory  manner, 
the  functions  of  a  health  systems  agency  prescribed  by  section  1513 
and  continues  to  meet  the  requirements  of  section  1512(b).  If  the 
Secretary  determines  that  a  health  systems  agency  has  not  so  fulfilled  such 
functions  or  does  not  continue  to  meet  such  requirements,  the  Secretary 
may  renew  a  designation  agreement  for  such  agency  under  such  conditions 
as  the  Secretary  determines  appropriate  including  conditions  which  limit 
the  functions  which  the  agency  would  be  authorized  to  perform  or  the 
amount  the  agency  may  receive  under  a  grant  under  section  1516. 

(Jf)  Before  renewing  an  agreement  with  a  health  systems  agency  under 
this  subsection,  the  Secretary  shall  provide  the  State  health  planning  and 
development  agency  of  the  State  in  which  the  health  systems  agency  is 
located  an  opportunity  to  comment  on  the  performance  of  such  agency 
and  to  provide  a  recommendation  on  whether  such  agreement  should  be 
renewed  and  whether  its  renewal  should  be  made  subject  to  conditions  as 
authorized  by  paragraph  (3) . 

(5)  If  the  Secretary  enters  into  an  agreement  under  this  subsection  with 
an  entity  or  renews  such  an  agreement,  the  Secretary  shall  notify  the 
Governor  of  the  State  in  which  such  entity  is  located  of  the  agreement,  its 
renewal,  and,  if  any  conditions  have  been  imposed  under  paragraph  (8) , 
such  conditions. 

(d)  If  a  designation  under  subsection  (b)  or  (c)  of  a  health  systems 
agency  for  a  health  service  area  is  terminated  before  the  date  pre- 
scribed for  its  expiration,  the  Secretary  shall,  upon  application  and 
in  accordance  with  subsection  (b)  or  (c)  (as  the  Secretary  determines 
appropriate),  enter  into  a  designation  agreement  with  another  entity 
to  be  the  health  systems  agency  for  such,  area. 
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PLANNING  GRANTS 

Sec.  1516.  (a)  The  Secretary  shall  make  in  each  fiscal  year  a  grant 
to  each  health  systems  agency  with  which  there  is  in  effect  a  designa- 
tion agreement  under  subsection  (b)  or  (c)  of  section  1515.  A  grant 
under  this  subsection  shall  be  made  on  such  conditions  {including 
submission  oj  the  health  systems  agency^ s  budget)  as  the  Secretary  de- 
termines is  appropriate,  shall  be  used  by  a  health  systems  for  com- 
pensation of  agency  personnel,  collection  of  data,  planning,  and  the 
performance  of  the  functions  of  the  agency [,  and  shall  be  available 
for  obligation  for  a  period  not  to  exceed  the  period  for  which  its 
designation  agTcement  is  entered  into  or  renewed  (as  the  case  may  be) , 
except  that  in  the  case  of  a  grant  made  to  a  conditionally  designated 
entity  with  which  the  Secretary  will  not  enter  into  a  designation  agree- 
ment under  section  1515(c),  such  grant  shall  be  available  for  obliga- 
tion for  such  additional  period  as  the  Secretary  determines  such  entity 
will  require  to  satisfactorily  terminate  its  activities  under  the  agree- 
ment for  its  conditional  designation].  Funds  under  a  grant  which 
remain  available  for  obligation  at  the  end  of  the  fiscal  year  in  which  the 
grant  has  been  made  shall  remain  available  for  obligation  in  the  succeed- 
ing fiscal  year,  except  that  (1)  no  funds  under  any  grant  to  any  agency 
may  be  obligated  in  any  period  in  which  a  designation  agreement  is  not 
in  effect  for  such  agency,  and  (2)  notwithstanding  clause  (1),  a  grant 
made  to  a  conditionally  designated  entity  with  which  the  Secretary  will  not 
enter  into  a  designation  agreement  under  section  1515  (c)  shall  be  available 
for  obligation  for  such  additional  period  as  the  Secretary  determines  such 
entity  will  require  to  satisfactorily  terminate  its  activities  under  the  agree- 
ment for  its  conditional  designation.  A  health  systems  agency  may  use 
funds  under  a  grant  under  this  subsection  to  make  payments  under 
contracts  with  other  entities  to  assist  the  health  systems  agency  in 
the  performance  of  its  functions ;  but  it  shall  not  use  funds  under  such 
a  grant  to  make  payments  under  a  grant  or  contract  with  another 
entity  for  the  development  or  delivery  of  health  services  or  resources. 

[(b)(1)  The  amount  of  any  grant  under  subsection  (a)  to  a  health 
systems  agency  designated  under  section  1515(b)  shall  be  determined 
by  the  Secretary.  The  amount  of  any  grant  under  subsection  (a)  to 
any  health  systems  agency  designated  under  section  1515(c)  shall  be 
the  lesser  of — 

[(A)  the  product  of  $0.50  and  the  population  of  the  health 
service  area  for  which  the  agency  is  designated,  or 
E(B)  $3,750,000, 

unless  the  agency  would  receive  a  greater  amount  under  paragraph 
(2)  or  (3). 

[(2)  (A)  If  the  application  of  a  health  systems  agency  for  such  a 
grant  contains  assurances  satisfactory  to  the  Secretary  that  the  agency 
will  expend  or  obligate  in  the  period  in  which  such  grant  will  be  avail- 
able for  obligation  non-Federal  funds  meeting  the  requirements  of 
subparagraph  (B)  for  the  purposes  for  which  such  grant  may  be  made, 
the  amount  of  such  grant  shall  be  the  sum  of — 

[(i)  the  amount  determined  under  paragraph  (1),  and 
[(ii)  the  lesser  of  (I)  the  amount  of  such  non-Federal  funds 
with  respect  to  which  the  assurances  were  made,  or  (II)  the  prod- 
uct of  $0.25  and  the  population  of  the  health  service  area  for 
which  the  agency  is  designated. 
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[(B)  The  non-Federal  funds  which  an  agency  may  use  for  the  pur- 
pose of  obtaining  a  grant  under  subsection  (a)  which  is  computed  on 
the  basis  of  the  formula  prescribed  by  subparagraph  (A)  shall — 

[(i)  not  include  any  funds  contributed  to  the  agency  by  any 
individual  or  private  entity  which  has  a  financial,  fiduciary,  or 
other  direct  interest  in  the  development,  expansion,  or  support 
of  health  resources,  and 

[(ii)  be  funds  which  are  not  paid  to  the  agency  for  the  per- 
formance of  particular  services  by  it  and  which  are  otherwise 
contributed  to  the  agency  without  conditions  as  to  their  use 
other  than  the  condition  that  the  funds  shall  be  used  for  the 
purposes  for  which  a  grant  made  under  this  section  may  be  used. 
[(3)  The  amount  of  a  grant  under  subsection  (a)  to  a  health  systems 
agency  designated  under  section  1515(c)  may  not  be  less  than 
$175,000.] 

(b)  The  amount  of  any  grant  under  subsection  (a)  to  a  health  systems 
agency  designated  under  section  1516(b)  shall  be  determined  by  the 
Secretary. 

(c)  (1)  Except  as  provided  in  paragraphs  (2)  and  (3),  the  amount  oj  a 
grant  under  subsection  (a)  to  a  health  systems  agency  designated  under 
section  1515(c)  shall  be  the  greater  of  the  amount  determined  under  sub- 
paragraph (A),  (B),  or  (CO  as  follows: 

(A)  The  amount  of  a  grant  to  a  health  systems  agency  shall  be  the 
lesser  of — 

(i)  if  the  population  of  the  health  service  area  for  which  the 
agency  is  designated — 

(7)  is  not  over  one  million,  the  product  of  $0.70  and  the 
population  of  such  area, 

(II)  is  over  one  million  but  not  over  two  million,  the  sum 
of  $700,000  and  the  product  of  $0.50  and  the  population  of 
such  area  which  is  over  one  million,  or 

(III)  is  over  two  million,  the  sum  of  $1 ,200,000  and  the 
product  of  $0.30  and  the  population  of  such  area  which  is 
over  two  million,  or 

(ii)  $3,750,000. 

(B)  (i)  If  the  application  of  the  health  systems  agency  for  such 
grant  contains  assurances  satisfactory  to  the  Secretary  that  the  agency 
will  expend  or  obligate  in  the  period  in  which  such  grant  will  be 
available  for  obligation  non-Federal  funds  meeting  the  reguirements 
of  clause  (ii)  for  the  purposes  for  which  such  grant  may  be  made,  the 
amount  of  such  grant  shall  be  the  sum  of — 

(7)  the  amount  determined  under  subparagraph  (A)  or  (0), 
whichever  is  applicable,  and 

(II)  the  lesser  of  the  amount  of  such  non-Federal  funds  with 
respect  to  which  the  assurances  were  made,  or  the  product  of 
$0.25  and  the  population  of  the  health  service  area  for  which 
the  agency  is  designated, 
(ii)  The  non-Federal  funds  which  an  agency  may  use  for  the 
purpose  of  obtaining  a  grant  under  subsection  (a)  which  is  com- 
puted on  the  basis  of  the  formula  prescribed  by  clause  (i)  shall  be 
funds  which  are  not  paid  to  the  agency  for  the  performance  of  par- 
ticular services  by  it  and  which  are  otherwise  contributed  to  the 
agency  without  conditions  as  to  their  use  other  than  the  condition 
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that  the  funds  shall  he  used  for  the  purposes  for  which  a  grant  made 
under  this  section  may  be  used. 

(C)  The  amount  of  a  grant  to  a  health  systems  agency  may  not  he 
less  than — 

(i)  $200,000  in  the  case  of  a  grant  made  in  the  fiscal  year 
ending  September  30,  1979, 

(ii)  $215,000  in  the  case  of  a  grant  made  in  the  fiscal  year 
ending  September  30,  1980,  and 

{Hi)  $230,000  in  the  case  of  a  grant  made  in  any  succeeding 
fiscal  year. 

(2)  The  amount  of  a  grant  to  a  health  systems  agency  which  is  subject 
to  a  condition  imposed  by  the  Secretary  under  section  1615(c)  (3)  shall 
be  determined  in  accordance  with  such  condition. 

(3)  If  the  Secretary  determines,  after  review  of  the  budget  of  a  health 
systems  agency,  that  the  amount  of  a  grant  which  is  to  be  made  to  the 
agency  in  accordance  with  paragraph  (1)  is  in  excess  of  the  amount 
needed  by  the  agency  to  adequately  perform  its  f  unctions  under  its  desig- 
nation agreement,  the  amount  of  the  grant  to  the  agency  shall  be  such 
amount  as  the  Secretary  determines  the  agency  needs  for  the  performance 
of  such  functions. 

[(c) 2  (d)il)  For  the  purpose  of  making  payments  pursuant  to 
grants  made  under  subsection  (a),  there  are  authorized  to  be  appro- 
priated $60,000,000  for  the  fiscal  year  ending  June  30, 1975,  $90,000,000 
for  the  fiscal  year  ending  June  30,  1976,  [andj  $125,000,000  each 
for  the  fiscal  years  ending  September  30,  1977,  and  September  30, 
1978,  $150,000,000  for  the  fiscal  year  ending  September  30,  1979, 
$160,000,000  for  the  fiscal  year  ending  September  30,  1980,  and  $170,- 
000,000  for  the  fiscal  year  ending  September  30,  1981. 

[(2)  J^otwithstanding  subsection  (b),  if  the  total  of  the  grants  to 
be  made  under  this  section  to  health  systems  agencies  for  any  fiscal 
year  exceeds  the  total  of  the  amounts  appropriated  under  paragraph 
(1)  for  that  fiscal  year,  the  amount  of  the  grant  for  that  fiscal  year 
to  each  health  systems  agency  shall  be  an  amount  which  bears  the 
same  ratio  to  the  amount  determined  for  that  agency  for  that  fiscal 
year  under  subsection  (b)  as  the  total  of  the  amounts  appropriated 
under  paragraph  (1)  for  that  fiscal  year  bears  to  the  total  amount 
required  to  make  grants  to  all  health  systems  agencies  in  accordance 
\nih.  the  applicable  provision  of  subsection  (b) ;  except  that  the 
amount  of  any  grant  to  a  health  systems  agency  for  any  fiscal  year 
shall  not  be  less  than  $175,000,  unless  the  amount  appropriated  for 
that  fiscal  year  under  paragraph  (1)  is  less  than  the  amount  required 
to  make  such  a  grant  to  each  health  systems  agency.] 

{2)  Of  the  amount  appropriated  under  paragraph  (1)  for  any  fiscal 
year,  the  Secretary  may  use  not  more  than  5  per  centum  of  such  amount  to 
increase  the  amount  of  a  grant  in  such  fiscal  year  to  a  health  systems  agency 
under  subsection  (a)  to  assist  the  agency  in  meeting  extraordinary  ex- 
penses (including  extraordinary  expenses  resulting  from  the  agency's 
health  systems  area  being  located  in  more  than  one  State  or  from  the  agency 
serving  a  large  health  service  area)  which  would  not  be  covered  under  the 
amount  of  the  grant  that  would  be  available  to  the  agency  under  subsection 
(c). 
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(8)  Notwithstanding  subsection  (c)(1),  if  the  total  of  the  grants  to  be 
made  in  any  fiscal  year  to  health  systems  agencies  designated  under  section 
1515(c)  exceeds  the  total  of  the  amounts  appropriated  under  paragraph 
(1)  for  such  grants  in  such  fiscal  year  (reduced  by  the  amount  retained  by 
the  Secretary  for  use  under  paragraph  (2)),  the  amount  of  the  grant  to  be 
made  in  such  fiscal  year  to  each  such  health  systems  agency  which  but 
for  this  paragraph  would  have  its  grant  amount  determined  under  sub- 
paragraph (A)  or  (B)  of  subsection  (c)(1)  shall  be  an  amount  which  bears 
the  same  ratio  to  the  grant  amount  prescribed  for  such  agency  in  such  fiscal 
year  by  such  subparagraph  as  the  total  of  the  amounts  appropriated  under 
paragraph  (1)  for  that  fiscal  year  (as  so  reduced)  bears  to  the  total  amount 
required  to  make  grants  to  all  such  agencies  in  accordance  with  sub- 
paragraphs (A)  and  (B)  of  subsection  (c)(1). 

Part  C — State  Health  Planning  and  Development 

designation  of  state  health  planning  and  development  agencies 

Sec.  1521.  (a)  For  the  purpose  of  the  performance  within  each 
State  of  the  health  planniDg  and  development  functions  prescribed 
by  section  1523,  the  Secretary  shall  enter  into  and  renew  agreements 
(described  in  subsection  (b))  for  the  designation  of  a  State  health 
planning  and  development  agency  for  each  State. 

(b)(1)  A  designation  agreement  under  subsection  (a)  is  an  agree- 
ment with  the  Governor  of  a  State  for  the  designation  of  an  agency 
(selected  by  the  Governor)  of  the  government  of  that  State  as  the 
State  health  planning  and  development  agency  (hereinafter  in  this 
part  referred  to  as  the  ''State  Agency")  to  administer  the  State 
administrative  program  prescribed  by  section  1522  and  to  carr>"  out 
the  State's  health  planning  and  development  functions  prescribed  by 
section  1523.  The  Secretary  may  not  enter  into  such  an  agreement 
with  the  Governor  of  a  State  unless — 

(A)  there  has  been  submitted  by  the  State  a  State  administra- 
tive program  which  has  been  approved  by  the  Secretary, 

(B)  an  application  has  been  made  to  the  Secretary  for  such  an 
agreement  and  the  application  contains  assurances  satisfactory 
to  the  Secretary  that  the  agency  selected  by  the  Governor  for 
designation  as  the  State  Agency  has  the  authority  and  resources 
to  administer  the  State  administrative  program  of  the  State  and 
to  carry  out  the  health  planning  and  development  functions 
prescribed  by  section  1523,  and 

(C)  in  the  case  of  an  agreement  entered  into  under  paragraph 
(3) ,  there  has  been  established  for  the  State  a  Statewide  Health 
Coordinating  Council  meeting  the  requirements  of  section  1524. 

(2)  (A)  The  agreement  entered  into  with  a  Governor  of  a  State 
under  subsection  (a)  may  provide  for  the  designation  of  a  State 
Agency  on  a  conditional  basis  with  a  view  to  determining  the  capacity 
of  the  designated  State  Agency  to  administer  the  State  administrative 
program  of  the  State  and  to  carry  out  the  health  planning  and  develop- 
ment functions  prescribed  by  section  1523.  The  Secretary  shall  re- 
quire as  a  condition  to  the  entering  into  of  such  an  agreement  that  the 
Governor  submit  on  behalf  of  the  agency  to  be  designated  a  plan  for 
the  agency's  orderly  assumption  and  implementation  of  such  functions. 
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(B)  The  period  of  an  agreement  described  in  subparagraph  (A) 
may  not  exceed  thirty-six  months.  During  such  period  the  Secretary 
may  require  that  the  designated  State  Agency  perform  only  such  of 
the  functions  of  a  State  Agency  prescribed  by  section  1523  as  he 
determines  it  is  capable  of  performing.  The  number  and  type  of  such 
functions  shall,  during  such  period,  be  progressively  increased  as  the 
designated  State  Agency  becomes  capable  of  added  responsibility, 
so  that  by  the  end  of  such  period  the  designated  State  Agency  may 
be  considered  for  designation  under  paragraph  (3). 

(C)  Any  agreement  with  a  Governor  of  a  State  entered  into  under 
subparagraph  (A)  may  be  terminated  by  the  Governor  upon  ninety 
days'  notice  to  the  Secretary  or  by  the  Secretary  upon  ninety  days' 
notice  to  the  Governor. 

(3)  (A)  If,  on  the  basis  of  an  application  for  designation  as  a  State 
Agency  (and,  in  the  case  of  an  agency  conditionally  designated  under 
paragraph  (2),  on  the  basis  of  its  performance  under  an  agreement 
with  a  Governor  of  a  State  entered  into  under  such  paragraph),  the 
Secretary  determines  that  the  agency  is  capable  of  fulfilling,  in  a 
satisfactory  manner,  the  responsibilities  of  a  State  Agency,  he  shall 
enter  into  an  agreement  with  the  Governor  of  the  State  designating 
the  agency  as  the  State  Agency  for  the  State.  No  such  agreement  may 
be  made  unless  an  application  therefor  is  submitted  to,  and  approved 
by,  the  Secretary.  Any  such  agreement  shall  be  for  a  term  of  not  to 
exceed  [twelve^  thirty-six  months,  except  that,  prior  to  the  expiration 
of  such  term,  such  agreement  may  be  terminated — 

t(^)](^)  by  the  Governor  at  such  time  and  upon  such  notice 

to  the  Secretary  as  he  may  by  regulation  prescribe,  or 

[(B)  by  the  Secretary,  at  such  time  and  upon  such  notice 

to  the  Governor  as  the  Secretary  may  by  regulation  prescribe, 

if  the  Secretary  determines  that  the  designated  State  Agency 

is  not  complying  with  or  effectively  carrying  out  the  provisions 

of  such  agreement.] 

(n)  by  the  Secretary  if  the  Secretary  determines,  in  accordance 

with  subparagraph  (B),  that  the  designated  State  Agency  is  not 

complying  with  the  provisions  of  such  agreement. 
An  agreement  under  this  paragraph  shall  contain  such  provisions 
as  the  Secretary  may  require  to  assure  that  the  requirements  of  this 
part  respecting  State  Agencies  are  complied  with. 

(B)  Before  the  Secretary  may  terminate  an  agreement  with  a  designated 
State  Agency  under  subparagraph  {A)  (ii) ,  the  Secretary  shall — 

(i)  consult  with  the  Statewide  Health  Coordinating  Council  of 
the  State  for  which  the  State  Agency  is  designated  respecting  the 
proposed  termination, 

(ii)  give  the  State  Agency  notice  of  the  intention  to  terminate  the 
agreement  and  in  the  notice  specify  with  particularity  (I)  the  basis 
for  the  determination  of  the  Secretary  that  the  State  Agency  is  not 
in  compliance  with  the  agreement,  and  (II)  the  actions  that  the 
State  Agency  should  take  to  come  into  compliance  with  the  agreement, 
and 

(Hi)  provide  the  State  Agency  with  a  reasonable  opportunity  for 
a  hearing,  before  an  officer  or  employee  of  the  Department  of  Health, 
Education,  and  Welfare  designated  for  such  purpose,  on  the  matter 
specified  in  the  notice. 
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(4)  An  agreement  entered  into  under  paragraph  (3)  for  the  designa- 
tion of  a  State  Agency  may  be  renewed  by  the  Secretary  for  a  period 
not  to  exc  eed  [twelve]  thirty-six  months  if  he  determines  that  it  has 
fulfilled,  in  a  satisfactory  manner,  the  responsibilities  of  a  State  Agency 
during  the  period  of  the  agreement  to  be  renewed  and  if  the  applicable 
State  administrative  program  continues  to  meet  the  requirements  of 
section  1522.  Before  renewing  an  agreement  under  this  paragraph 
with  a  State  Agency  for  a  State,  the  Secretary  shall  provide  each  health 
systems  agency  designated  for  a  health  service  area  located  (in  vjhole  or  in 
part)  in  such  State  an  opportunity  to  comment  on  the  performance  of  the 
State  Agency  and  to  provide  a  recommendation  on  whether  such  agree- 
ment should  be  renewed. 

(c)  If  a  designation  agreement  with  the  Governor  of  a  State  entered 
into  under  subsection  (b)(2)  or  (b)(3)  is  terminated  before  the  date 
prescribed  for  its  expiration,  the  Secretary  shall,  upon  application 
and  in  accordance  with  subsection  (b)(2),  or  (b)(3)  (as  the  Secretary 
determines  appropriate),  enter  into  another  agreement  with  the 
Governor  for  the  designation  of  a  State  Agency. 

(d)  If,  upon  the  expiration  of  the  fourth  fiscal  year  which  begins 
after  the  calendar  year  in  which  the  National  Health  Planning  and 
Resources  Development  Act  of  1974  is  enacted,  an  agreement  under 
[this  section]  subsection  (b)  (3)  of  this  section  for  the  designation  of  a 
State  Agency  for  a  State  is  not  in  effect,  the  Secretary  may  not  make 
any  allotment,  grant,  loan,  or  loan  guarantee,  or  enter  into  any 
contract,  under  this  Act,  the  Community  Mental  Health  Centers  Act, 
or  the  Comprehensive  Alcohol  Abuse  and  Alcoholism  Prevention, 
Treatment,  and  Rehabilitation  Act  of  1970  for  the  development, 
expansion,  or  support  of  health  resources  in  such  State  until  such  time 
as  such  an  agreement  is  in  effect. 

STATE  ADMINISTKATIVE  PROGRAM 

Sec.  1522.  (a)  A  State  administrative  program  (hereinafter  in  this 
section  referred  to  as  the  ''State  Program")  is  a  program  for  the 
performance  within  the  State  by  its  State  Agency  of  the  functions 
prescribed  by  section  1523.  The  Secretary  may  not  approve  a  State 
Program  for  a  State  unless  it — 

(1)  meets  the  requirements  of  subsection  (b) ; 

(2)  has  been  submitted  to  the  Secretary  by  the  Governor  of  the 
State  at  such  time  and  in  such  detail,  and  contains  or  is  accom- 
panied by  such  information,  as  the  Secretary  deems  necessary; 
and 

(3)  has  been  submitted  to  the  Secretary  only  after  the  Gov- 
ernor of  the  State  has  afforded  to  the  general  public  of  the  State 
a  reasonable  opportunity  for  a  presentation  of  views  on  the 
State  Program. 

(b)  The  State  Program  of  a  State  must— 

(1)  provide  for  the  performance  within  the  State  (after  the 
designation  of  a  State  Agency  and  in  accordance  with  the  desig- 
nation agreement)  of  the  functions  prescribed  by  section  1523 
and  specify  the  State  Agency  of  the  State  as  the  sole  agency  for 
the  performance  of  such  functions  (except  as  provided  in  sub- 
section (b)  of  such  section)  and  for  the  administration  of  the 
State  Program; 
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(2)  contain  or  be  supported  by  satisfactory  evidence  that  the 
State  Agency  has  under  State  law  the  authority  to  carry  out 
such  functions  and  the  State  Program  in  accordance  with  this 
part  and  contain  a  current  budget  for  the  operation  of  the  State 
Agency; 

(3)  provide  for  adequate  consultation  with,  and  authority 
for,  the  Statewide  Health  Coordinating  Council  (prescribed  by 
section  1524),  in  carrying  out  such  functions  and  the  State 
Program  ; 

(4)  (A)  set  forth  in  such  detail  as  the  Secretary  may  prescribe 
the  qualifications  for  personnel  having  responsibilities  in  the 
performance  of  such  functions  and  the  State  Program,  and  re- 
quire the  State  Agency  to  have  a  professional  staff  for  planning 
and  a  professional  staff  for  development,  which  staffs  shall  be 
of  such  size  and  meet  such  qualifications  as  the  Secretary  may 
prescribe ; 

(B)  provide  for  such  methods  of  administration  as  are  found 
by  the  Secretary  to  be  necessary  for  the  proper  and  efficient 
administration  of  such  functions  and  the  State  Program,  includ- 
ing methods  relating  to  the  establishment  and  maintenance  of 
personnel  standards  on  a  merit  basis  consistent  with  such  stand- 
ards as  are  or  may  be  established  by  the  Civil  Service  Commis- 
sion under  section  208(a)  of  the  Intergovermental  Personnel 
Act  of  1970  (Public  Law  91-648),  but  the  Secretary  shall  exercise 
no  authority  with  respect  to  the  selection,  tenure  of  office,  and 
compensation  of  any  individual  employed  in  accordance  with 
the  methods  relating  to  personnel  standards  on  a  merit  basis 
established  and  maintained  in  conformity  with  this  paragraph; 

(5)  require  the  State  Agency  to  perform  its  functions  in  accord- 
ance with  procedures  and  criteria  established  and  published  by 
it,  which  procedures  and  criteria  shall  conform  to  the  require- 
ments of  section  1532; 

(6)  require  the  State  Agency  to  (A)  conduct  its  business 
meetings  {other  than  those  parts  of  meetings  involving  matters 
respecting  personnel  cj  the  agency)  in  public,  (B)  give  adequate 
notice  to  the  public  of  such  meetings,  and  (C)  make  its  records 
and  data  {other  than  records  and  data  on  the  personnel  of  the 
State  Agency)  available,  upon  request,  to  the  public; 

(7)  (A)  provide  for  the  coordination  (in  accordance  with  regu- 
lations of  the  Secretary)  with  the  cooperative  system  provided 
for  under  section  306(e)  of  the  activities  of  the  State  Agency  for 
the  collection,  retrieval,  analysis,  reporting,  and  publication  of 
statistical  and  other  information  related  to  health  and  health 
care  and  for  the  coordination  by  the  State  Agency  in  the  conduct  of 
its  activities  with  any  entity  of  the  State  which  reviews  the  rates  or 
budgets  of  health  care  facilities  in  the  State,  and  (B)  require  pro- 
viders of  health  care  doing  business  in  the  State  to  make  statis- 
tical and  other  reports  of  such  information  to  the  State  Agency ; 

(8)  provide,  in  accordance  with  methods  and  procedures  pre- 
scribed or  approved  by  the  Secretary,  for  the  evaluation,  at  least 
annually,  of  the  performance  by  the  State  Agency  of  its  functions 
and  of  their  economic  effectiveness; 

(9)  provide  that  the  State  Agency  will  from  time  to  time,  and 
in  any  event  not  less  often  than  annually,  review  the  State  Pro- 
gram and  submit  to  the  Secretary  required  modifications; 
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(10)  require  the  State  Agency  to  (A)  assemble  and  report  to 
the  Secretary  data  {other  than  data  which  is  regularly  collected^  by 
any  entity  of  the  Department  of  Health,  Education,  and  Welfare 
under  a  provision  of  law  other  than  this  title)  which  the  Secretary 
may  require  to  carry  out  his  responsibilities  under  section  1601  {e), 
including  data  on  the  personnel,  facilities,  and  other  resources 
needed  to  meet  the  goals  set  forth  in  the  State  health  plan,  and  (B) 
make  such  reports,  in  such  form  and  containing  such  information, 
concerning  its  structure,  operations,  performance  of  functions, 
and  other  matters  as  the  Secretary  may  from  time  to  time  re- 
quire, and  keep  such  records  and  afford  such  access  thereto  as 
the  Secretary  may  find  necessary  to  verify  such  reports ; 

(11)  require  the  State  Agency  to  provide  for  such  fiscal  control 
and  fund  accounting  procedures  as  the  Secretary  may  require 
to  assure  proper  disbursement  of,  and  accounting  for,  amounts 
received  from  the  Secretary  under  this  title ; 

(12)  permit  the  Secretary  and  the  Comptroller  General  of  the 
United  States,  or  their  representatives,  to  have  access  for  the 
purpose  of  audit  and  examination  to  any  books,  documents, 
papers,  and  records  of  the  State  Agency  pertinent  to  the  dis- 
position of  amounts  received  from  the  Secretary  under  this  title; 
and 

(13)  provide  that  if  the  State  Agency  makes  a  decision  in  the 
performance  of  a  function  under  paragraph  (3),  (4),  (5),  or  (6)  of 
section  1523(a)  or  under  title  XVI  which  is  inconsistent  with  a 
recommendation  made  under  subsection  (f)[,  (g),  or  (h)]  or  (g) 
of  section  1513  by  a  health  systems  agency  within  the  State^ — 

(A)  such  decision  (and  the  record  upon  which  it  was 
made)  shall,  upon  request  of  the  health  systems  agency,  be 
reviewed,  under  an  appeals  mechanism  consistent  with 
State  law  governing  the  practices  and  procedures  of  ad- 
ministrative agencies,  or,  if  there  is  no  such  State  law,  by  an 
agency  of  the  State  (other  than  the  State  health  planning 
and  development  agency)  designated  by  the  Governor,  and 

(B)  the  decision  of  the  reviewing  agency  under  sub- 
paragraph (A)  shall  for  purposes  of  this  title  and  title  XVI 
be  considered  the  decision  of  the  State  health  planning  and 
development  agency. 

(c)  The  Secretary  shall  approve  any  State  Program  and  an}^  modi- 
fication thereof  which  complies  with  subsections  (a)  and  (b).  The 
Secretary  shall  review  for  compliance  with  the  requirements  of  this 
part  the  specifications  of  and  operations  under  each  State  Program 
approved  by  him.  Such  review  shall  be  conducted  not  less  often  than 
once  each  year. 

STATE  HEALTH  PLANNING  AND  DEVELOPMENT  FUNCTIONS 

Sec.  1523.  (a)  Each  State  Agency  of  a  State  designated  under  sec- 
tion 1521(b)(3)  shall,  except  as  authorized  under  subsection  (b),  per- 
form within  the  State  the  following  functions : 

(1)  (^)  Conduct  the  health  planning  activities  of  the  State  and 
implement  those  parts  of  the  State  health  plan  (under  section 
1524(c)(2))  and  the  plans  of  the  health  systems  agencies  within 
the  State  which  relate  to  the  government  of  the  State,  and  (B) 
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determine,  after  consultation  with  the  Statewide  Health  Coordinating 
Council,  the  health  needs  of  the  State  which  are  statewide. 

(2)  Prepare  and  review  and  revise  as  necessary  (but  at  least 
annually)  a  preliminary  State  health  plan  which  shall  be  made  up 
of  the  HSP's  of  the  health  systems  agencies  within  the  State. 
Such  preliminary  plan  may,  as  found  necessary  by  the  State 
Agency,  contain  such  revisions  of  such  HSP's  to  achieve  their 
appropriate  coordination  or  to  deal  more  effectively  with  state- 
wide health  needs  determined  under  paragraph  (1)(B).  Such  pre- 
liminary plan  shall  be  submitted  to  the  Statewide  Health  Co- 
ordinating Council  of  the  State  for  approval  or  disapproval  and 
for  use  in  developing  the  State  health  plan  referred  to  in  section 
1524(c). 

(3)  Assist  the  Statewide  Health  Coordinatmg  Council  of  the 
State  in  the  [review  of  the  State  medical  facilities  plan  required 
under  section  1603,  and  in  the]  performance  of  its  functions 
generally. 

(4)  (A)  Serve  as  the  designated  planning  agency  of  the  State 
for  the  purposes  of  section  1122  of  the  Social  Security  Act  if  the 
State  has  made  an  agreement  pursuant  to  such  section,  and 
(B)  administer  a  State  certificate  of  need  program  which  applies 
to  [new  institutional  health  services  proposed  to  be  offered  or 
developed  with  the  State]  the  obligation  oj  capital  expenditures 
within  the  State  and  the  offering  and  development  within  the  State 
of  new  institutional  health  services,  home  health  services,  and 
health  care  facilities  and  the  acquisition  of  major  medical  equip- 
ment and  which  is  satisfactory  to  the  Secretary.  [Such  pro- 
gram shall  provide  for  review  and  determination  of  need  prior 
to  the  time  such  services,  facilities,  and  organizations  are  offered 
or  developed  or  substantial  expenditures  are  undertaken  in 
preparation  for  such  offering  or  development,  and  provide  that 
only  those  services,  facilities,  and  organizations  found  to  be 
needed  shall  be  offered  or  developed  in  the  State.]  A  certificate 
of  need  program  shall  not  be  found  satisfactory  to  the  Secretary  unless 
each  determination  of  need  within  the  State  is  made  by  the  State 
Agency  solely  on  the  basis  of  its  review  conducted  in  accordance  with 
the  procedures  and  criteria  it  has  adopted  in  accordance  with  this 
title  and  regulations  promulgated  under  it.  In  performing  its  func- 
tions under  this  paragraph  the  State  Agency  shall  consider 
recommendations  made  by  health  systems  agencies  under  section 
1513(f). 

(5)  After  consideration  of  recommendations  submitted  by 
health  systems  agencies  under  section  [1413(f)]  1513(f)  respect- 
ing new  institutional  health  services  proposed  to  be  offered 
within  the  State,  make  findings  as  to  the  need  for  such  services. 

(6)  Review  on  a  periodic  basis  (but  not  less  often  than  every 
five  years)  [all  institutional  health  services  being  offered  in  the 
State]  all  institutional  and  home  health  services  which  are  offered 
in  the  State  and  which  have  been  designated  by  the  Secretary  for 
appropriateness  review  under  this  paragraph  and,  after  considera- 
tion of  recommendations  submitted  by  health  systems  agencies 
under  section  1513(g)  respecting  the  appropriateness  of  such 
services,  make  public  its  findings. 
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(7)  Prej^are  an  inventory  of  the  medical  facilities  located  in  the 
State  and  determine  on  an  ongoing  basis  the  extent  to  which  such 
facilities  are  in  need  of  modernization  or  conversion  to  other  uses. 
Such  inventory  and  determinations  shall  he  reported  to  the  health 
systems  agencies  designated  for  health  service  areas  located  {in  whole 
or  in  part)  in  the  State  for  purposes  of  the  functions  of  the  agency 
under  section  1513(b). 

(b)  (1)  Any  function  described  in  subsection  (a)  may  be  performed 
by  another  agency  of  the  State  government  upon  request  of  the  Gov- 
ernor under  an  agreement  with  the  State  Agency  satisfactory  to  the 
Secretary. 

(2)  The  requirement  of  paragraph  (4)(B)  of  subsection  (a)  shall 
not  apply  to  a  State  Agency  of  a  State  until  the  expiration  of  the  first 
regular  session  of  the  legislature  of  such  State  which  begins  after  the 
date  of  enactment  of  this  title. 

(3)  A  State  Agency  shall  complete  its  findings  with  respect  to  the 
appropriateness  of  any  existing  institutional  health  service  within  one 
year  after  the  date  a  health  systems  agency  has  made  its  recommenda- 
tion under  section  1513(g)  with  respect  to  the  appropriateness  of  the 
service. 

(c)  If  a  State  Agency  makes  a  decision  in  carrying  out  a  function 
described  in  paragraph  (4),  (5),  or  (6)  of  subsection  (a)  which  is  not 
consistent  with  the  goals  of  the  applicable  HSP  or  the  priorities  of  the 
applicable  AIP,  the  State  Agency  shall  submit  to  the  appropriate 
health  systems  agency  a  detailed  statement  of  the  reasons  for  the 
inconsistency. 

STATEWIDE  HEALTH  COORDINATING  COUNCIL 

Sec.  1524.  (a)  A  State  health  planning  and  development  agency 
designated  under  section  1521  shall  be  advised  by  a  Statewide  Health 
Coordinating  Council  (hereinafter  in  this  section  referred  to  as  the 
''SHCC")  which  (1)  is  organized  in  the  manner  described  by  subsec- 
tion (b) ,  and  (2)  performs  the  functions  listed  in  subsection  (c) . 
(b)  (1)  A  SHCC  of  a  State  shall  be  composed  in  the  following  manner: 
(A)(i)  A  SHCC  shall  have  no  fewer  than  sixteen  representa- 
tives (or  if  the  number  of  representatives  on  the  SHCC  to  which 
health  systems  agencies  are  entitled  under  the  second  sentence  of 
clause  (Hi)  is  less  than  sixteen,  no  fewer  than  the  number  to  which 
they  are  entitled)  appointed  by  the  Governor  of  the  State  from 
lists  of  [at  least  five]  nominees  submitted  to  the  Governor  by 
each  of  the  health  systems  agencies  designated  for  health  service 
areas  which  fall,  in  whole  or  in  part,  within  the  State.  Each 
agency  shall  submit  a  number  of  nominees  to  the  Governor  which  is 
at  least  twice  the  number  of  representatives  on  the  SHCC  to  which 
the  agency  is  entitled. 

(ii)  Each  such  health  systems  agency  shall  be  entitled  to  the 
same  number  of  representatives  on  the  SHCC,  except  that  the 
number  of  representatives  on  the  SHCC  to  which  a  health  systems 
agency  designated  for  a  health  service  area  which  is  not  entirely 
within  the  State  shall  be  a  number  which  is  based  on  the  relationship 
of  the  population  of  the  portion  of  such  health  service  area  within 
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the  State  to  the  population  of  the  largest  health  service  area  located 
entirely  within  the  State ^  except  that  each  such  agency  shall  he  en~ 
titled  to  at  least  one  representative  on  the  SHCC. 

[(iii)  Each  such  health  systems  agency  shall  be  entitled  to  at 
least  two  representatives  on  the  SHCC.  Of  the  representatives 
of  a  health  systems  agency,  not  less  than  one-half  shall  be  in- 
dividuals who  are  consumers  of  health  care  and  who  are  not 
providers  of  health  care.] 

(Hi)  Except  as  otherwise  provided  in  clause  (ii)  and  this  clause, 
each  such  health  systems  agency  shall  be  entitled  to  at  least  two 
representatives  on  the  SHCC.  If  there  are  more  than  ten  health  sys- 
tems agencies  within  a  State,  each  health  systems  agency  within  such 
State  shall  be  entitled  to  only  one  representative  on  the  SHCC.  Of 
the  representatives  of  health  systems  agencies  on  the  SHCC,  not  less 
than  one-half  shall  be  individuals  who  are  consumers  of  health  care 
and  who  are  not  providers  of  health  care. 

(B)  In  addition  to  the  appointments  made  under  subpara- 
graph (A),  the  Governor  of  the  State  may  appoint  such  persons 
(including  State  officials,  public  elected  officials,  and  other  repre- 
sentatives of  governmental  authorities  within  the  State)  to  serve 
on  the  SHCC  as  he  deems  appropriate;  except  that  (i)  the  num- 
ber of  persons  appointed  to  the  SHCC  under  this  subparagraph 
may  not  exceed  40  per  centum  of  the  total  membership  of  the 
SHCC,  and  (ii)  a  majority  of  the  persons  appointed  by  the 
Governor  shall  be  consumers  of  health  care  who  are  not  also 
providers  of  health  care. 

(C)  Not  less  than  [one-third]  one-half  of  the  providers  of 
health  care  who  are  members  of  a  SHCC  shall  be  direct  providers 
of  health  care  (as  described  in  section  1531(3)).  Members  of  a 
SHCC  who  are  providers  of  health  care  shall  represent  the  classifi- 
cations of  providers  listed  in  section  1512{b){3)  {C){ii)  and  of  such 
members  at  least  one  shall  be  a  person  engaged  in  the  administration 
of  a  hospital. 

(D)  Where  two  or  more  hospitals  or  other  health  care  facilities 
of  the  Veterans'  Administration  are  located  in  a  State,  the 
SHCC  shall,  in  addition  to  the  appointed  members,  include,  as 
an  ex  officio  member,  an  individual  whom  the  Chief  Medical 
Director  of  the  Veterans'  Administration  shall  have  designated 
as  a  representative  of  such  facilities. 

[(2)  The  SHCC  shall  select  from  among  its  members  a  chairman.] 
{2)  The  Governor  may  select  the  chairman  of  the  SHCC  from  among 
the  members  of  the  SHCC.  If  the  Governor  does  not  select  the  chairman, 
the  SHCC  shall  select  the  chairman  from  among  its  members. 

(3)  The  SHCC  shall  conduct  all  of  its  business  meetings  {other  than 
those  parts  of  meetings  involving  personnel  matters)  in  public,  and  shall 
meet  at  least  once  in  each  calendar  quarter  of  a  year, 
(c)  A  SHCC  shall  perform  the  following  functions : 

(1)  [Review]  Establish  a  uniform  format  for  HSP^s  and  review 
annually  and  coordinate  the  HSP  and  AIP  of  each  health  sys- 
tems agency  within  the  State  and  report  to  the  Secretary,  for 
purposes  of  his  review  under  section  1535(c),  its  comments  on 
such  HSP  and  AIP. 
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(2)  (A)  Prepare  and  review  and  revise  as  necessary  (but  at 
least  annually)  a  State  health  plan  which  shall  be  made  up  of 
the  HSP's  of  the  health  systems  agencies  within  the  State.  Such 
plan  may,  as  found  necessary  by  the  SHCC,  contain  revisions  of 
such  HSP's  to  achieve  their  appropriate  coordination  or  to  deal 
more  effectively  with  statewide  health  needs  as  determined  by  the 
State  Agency  of  the  State.  Each  health  systems  agency  which 
participates  in  the  SHCC  shall  make  available  to  the  SHCC  its 
HSP  for  each  year  for  integration  into  the  State  health  plan  and 
shall,  as  required  by  the  SHCC,  revise  its  HSP  to  achieve  ap- 
propriate coordination  with  the  HSP's  of  the  other  agencies 
which  participate  in  the  SHCC  or  to  deal  more  effectively  with 
statewide  health  needs  as  determined  by  the  State  Agency  oj  the 
State. 

(B)  In  the  preparation  and  revision  of  the  State  health  plan, 
the  SHCC  shall  review  and  consider  the  preliminary  State  health 
plan  submitted  by  the  State  [agency]  Agency  under  section 
1523(a)(2),  and  shall  conduct  a  public  hearing  on  the  plan  as 
proposed  and  shall  give  interested  persons  an  opportunity  to 
submit  their  views  orally  and  in  writing.  Not  less  than  thirty 
days  prior  to  any  such  hearing,  the  SHCC  shall  publish  in  at 
least  two  newspapers  of  general  circulation  in  the  State  a  notice 
of  its  consideration  of  the  proposed  plan,  the  time  and  place  of 
the  hearing,  the  place  at  which  interested  persons  may  consult 
the  plan  in  advance  of  the  hearing,  and  the  place  and  period  dur- 
ing which  to  direct  written  comment  to  the  SHCC  on  the  plan. 

{G)  The  State  health  plan  or  any  revised  State  health  plan  ap- 
proved by  the  SHCC  shall  be  the  State  health  plan  for  the  State  for 
purposes  of  this  title  unless,  within  60  days  from  the  date  the  plan 
was  approved,  the  Governor  of  the  State  disapproves  the  plan.  The 
State  health  plan  for  a  State  may  be  disapproved  by  the  Governor  o-f 
the  State  only  if  the  Governor  determines  that  the  plan  does  not  ef- 
fectively meet  the  statewide  health  needs  of  the  State  as  determined 
by  the  State  Agency  for  the  State.  In  disapproving  a  State  health 
plan,  a  Governor  shall  make  public  a  detailed  statement  of  the  basis 
for  the  determination  that  the  plan  does  not  meet  such  needs  and 
shall  specify  the  changes  in  the  plan  which  the  Governor  determines 
are  needed  to  meet  such  needs.  Subparagraph  (B)  does  not  apply 
to  the  preparation  of  revisions  of  a  State  health  plan  disapproved  by  a 
Governor. 

(3)  Review  annually  the  budget  of  each  such  health  systems 
agency  and  report  to  the  Secretary,  for  purposes  of  his  review 
under  section  1535(a),  its  comments  on  such  budget. 

(4)  Review  applications  submitted  by  such  health  systems 
agencies  for  grants  under  sections  1516  and  1640  and  report  to 
the  Secretary  its  comments  on  such  applications. 

(5)  Advise  the  State  Agency  of  the  State  generally  on  the  per- 
formance of  its  functions. 

(6)  Review  annually  and  [approve  or  disapprove]  recommend 
approval  or  disapproval  of  (A)  any  State  plan  and  any  application 
(and  any  revision  of  a  State  plan  or  application)  submitted  to  the 
Secretary  as  a  condition  to  the  receipt  of  any  funds  under  allot- 


ments  made  to  States  under  this  Act,  the  Community  Mental 
Health  Centers  Act  section  409  of  the  Drug  Abuse  Office  and 
Treatment  Act  of  1972,  or  the  Comprehensive  Alcohol  Abuse  and  | 
Alcoholism  Prevention,  Treatment,  and  Rehabilitation  Act  of 
1970,  and  (B)  any  application  {and  any  revision  of  an  application) 
submitted  to  the  Secretary  by  a  State  for  a  grant  or  contract  under  any 
provision  of  law  referred  to  in  clause  (A)  for  projects  in  more  than 
one  health  service  area  of  the  State.  Notwithstanding  any  other 
provision  of  this  Act  or  any  other  Act  referred  to  in  the  preceding 
sentence,  the  Secretary  shall  allow  a  SHCC  sixty  days  to  make 
the  review  required  by  such  sentence.  [If  a  SHCC  disapproves 
such  a  State  plan  or  application,  the  Secretary  may  not  make 
Federal  funds  available  under  such  State  plan  or  application 
until  he  has  made,  upon  request  of  the  Governor  of  the  State 
which  submitted  such  plan  or  application  or  another  agency  of 
such  State,  a  review  of  the  SHCC  decision.]  If  a  SHCC  recom- 
mends disapproval  of  such  a  plan  or  application,  the  Secretary, 
after  making  a  finding  that  such  plan  or  application  is  not  in  con- 
formity with  the  State  health  plan,  may  not  make  Federal  funds 
available  under  such  State  plan  or  application.  If  the  Secretary 
makes  such  a  finding,  he  shall  notify  the  Governor  of  his  finding 
and  the  reasons  therefor  and  advise  him  that  he  has  30  days  in 
which  to  submit  a  revised  State  plan  or  application  that  conforms 
with  the  State  health  plan.  [If  after  such  review]  If  after  reviewing 
a  recommendation  of  a  SHCC  to  disapprove  such  State  plan  or  j 
application,  the  Secretary  decides  to  make  such  funds  available, 
the  decision  by  the  Secretary  to  make  such  funds  available  shall 
be  submitted  to  the  SHCC  and  shall  contain  a  detailed  statement 
of  the  reasons  for  the  decision. 
(d)  No  member  of  any  SHCC  may,  in  the  exercise  of  any  function  of 
the  SHCC  described  in  subsection  (c)  (6) ,  vote  on  any  matter  before  the  j 
SHCC  respecting  any  individual  or  entity  with  which  such  member  has 
any  substantial  ownership,  employment,  fiduciary,  contractual,  creditor, 
or  consultative  relationship.  Each  SHCC  shall  require  each  of  its  members 
who  has  or  has  had  such  a  relationship  with  an  individual  or  entity  ( 
involved  in  any  matter  before  the  SHCC  to  make  a  written  disclosure  of 
such  relationship  before  any  action  is  taken  by  the  SHCC  with  respect 
to  such  matter  in  the  exercise  of  any  function  under  subsection  (c)  and 
to  make  such  relationship  public  in  any  meeting  in  which  such  action  is 
to  be  taken. 

GRANTS  FOR  STATE  HEALTH  PLANNING  AND  DEVELOPMENT 

Sec.  1525.  (a)  The  Secretary  shall  make  grants  to  State  health 
planning  and  development  agencies  designated  under  subsection  [ 
(b)(2)  or  (b)(3)  of  section  1521  to  assist  them  in  meeting  the  costs  I 
of  their  operation.  [Any  grant  made  under  this  subsection  to  a  State 
Agency  shall  be  available  for  obligation  only  for  a  period  not  to  exceed 
the  period  for  which  its  designation  agreement  is  entered  into  or 
renewed.]  Funds  under  a  grant  which  remain  available  for  obligation 
at  the  end  of  the  fiscal  year  in  which  the  grant  has  been  made  shall  remain  ' 
available  for  obligation  in  the  succeeding  fiscal  year,  but  no  funds  under 
any  grant  to  a  State  Agency  may  be  obligated  in  any  period  in  which  a 
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designation  agreement  is  not  in  effect  for  such  State  Agency.  The  amount 
of  any  grant  made  under  this  subsection  shall  be  determined  by  the 
Secretary,  except  that  no  grant  to  a  designated  State  Agency  may 
exceed  75  per  centum  of  its  operation  costs  (as  determined  under 
regulations  of  the  Secretary)  during  the  period  for  which  the  grant 
is  available  for  obligation. 

(b)  Grants  under  subsection  (a)  shall  be  made  on  such  terms  and 
conditions  as  the  Secretary  may  prescribe;  except  that  the  Secretary 
may  not  make  a  grant  to  a  State  Agency  unless  he  receives  satis- 
factory assurances  that  the  State  Agency  will  expend  in  performing 
the  functions  prescribed  by  section  1523  during  the  fiscal  year  for 
which  the  grant  is  sought  an  amount  of  funds  from  non-Federal 
sources  which  is  at  least  as  great  as  the  average  amount  of  funds 
expended,  in  the  three  years  immediately  preceding  the  fiscal  year 
for  which  such  grant  is  sought,  by  the  State,  for  which  such  State 
Agency  has  been  designated,  for  the  purposes  for  which  funds  under 
such  grant  may  be  used  (excluding  expenditures  of  a  nonrecurring 
nature) . 

(c)  For  the  purpose  of  making  payments  under  grants  under  sub- 
section (a),  there  are  authorized  to  be  appropriated  $25,000,000  for 
the  fiscal  vear  ending  Jime  30,  1975,  $30,000,000  for  the  fiscal  year 
ending  June  30,  1976,  [and]  $35,000,000  each  for  the  fiscal  years 
ending  September  30,  1977,  and  September  30,  1978,  $35,000,000  for 
the  fiscal  year  ending  September  30,  1979,  $37 ,000 ,000  for  the  fiscal  year 
ending  September  30,  1980,  and  $39,000,000  for  the  fiscal  year  ending 
September  30,  1981. 

GRANTS  FOR  RATE  REGULATION 

Sec.  1526.  (a)  For  the  purpose  of  demonstrating  the  effectiveness 
of  State  Agencies  regulating  rates  for  the  provision  of  health  care,  the 
Secretary  may  make  grants  to  a  State  Agency  designated,  under  an 
agreement  entered  into  under  section  1521(b)(3),  for  a  State  which 
(in  accordance  with  regulations  prescribed  by  the  Secretary)  has  in- 
dicated an  intent  to  regulate  [(not  later  than  six  months  after  the 
date  of  the  enactment  of  this  title)]  rates  for  the  provision  of  health 
care  within  the  State  or  to  any  other  entity  of  the  government  of  a  State 
which  has  so  indicated  an  intent  to  regulate  such  rates.  [Not  more  than 
six  State  Agencies  may  receive  grants  under  this  subsection.] 

(b)(1)  [A  State  Agency]  An  entity  which  receives  a  grant  imder 
subsection  (a)  shall — 

(A)  provide  the  Secretary  satisfactory  evidence  that  the  [State 
Agency]  entity  has  under  State  law  the  authority  to  carry  out 
rate  regulation  functions  in  accordance  with  this  section  and 
provide  the  Secretary  a  current  budget  for  the  performance  of 
such  f imctions  by  it ; 

(B)  set  forth  in  such  detail  as  the  Secretary  may  prescribe  the 
qualifications  for  personnel  having  responsibility  in  the  perform- 
ance of  such  functions,  and  shall  have  a  professional  staff  for 
rate  regulation,  which  staff  shall  be  headed  by  a  Director; 

(C)  provide  for  such  methods  of  administration  as  found  by 
the  Secretary  to  be  necessary  for  the  proper  and  efficient  admin- 
istration of  such  functions ; 
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(D)  ij  it  is  a  State  Agency^  perform  its  functions  in  accordance 
with  procedures  established  and  pubHshed  by  it,  which  proce- 
dures shall  conform  to  the  requirements  of  section  1532; 

(E)  ij  it  is  a  State  Agency,  comply  with  the  requirements  pre- 
scribed by  paragTaj)hs  (6)  through  (12)  of  section  1522(b)  with 
respect  to  the  functions  prescribed  by  subsection  (a)  ; 

(F)  provide  for  the  establishment  of  a  procedure  under  which 
the  [State  Agency]  entity  will  obtain  the  recommendation  of  the 
appropriate  health  systems  agency  prior  to  conducting  a  review 
of  the  rates  charged  or  proposed  to  be  charged  for  services;  and 

(G)  meet  such  other  requirements  as  the  Secretary  may 
prescribe. 

If  an  entity  which  is  not  a  State  Agency  receives  a  grant  under  subsection 
(a),  such  entity  shall  coordinate  its  activities  under  the  grant  with  the 
State  Agency  for  the  State  in  which  such  entity  is  located,  share  with  the 
State  Agency  data  obtained  from  such  activities,  and  for  purposes  of 
such  activities,  develop  with  the  State  Agency  criteria  for  the  review  of 
hospital  services,  equipment,  and  facilities  which  guidelines  are  not  in 
conflict  with  criteria  adopted  by  the  State  Agency. 

(2)  In  prescribing  requirements  under  paragraph  (1)  of  this  sub- 
section, the  Secretary  shall  consider  the  manner  in  which  [a  State 
Agency]  an  entity  shall  perform  its  functions  under  a  grant  under 
subsection  (a) ,  including  whether  the  [State  Agency]  entity  should — 

(A)  permit  those  engaged  in  the  delivery  of  health  services  to 
retain  savings  accruing  to  them  from  effective  management  and 
cost  control, 

(B)  create  incentives  at  each  point  in  the  delivery  of  health 
services  for  utilization  of  the  most  economical  modes  of  services 
feasible, 

(C)  document  the  need  for  and  cost  implications  of  each  new 
service  for  which  a  determination  of  reimbursement  rates  is 
sought,  and 

(D)  employ  for  each  type  or  class  of  person  engaged  in  the 
delivery  of  health  services — 

(i)  a  unit  for  determining  the  reimbursement  rates,  and 

(ii)  a  base  for  determining  rates  of  change  in  the  reim- 
bursement rates, 

which  unit  and  base  are  satisfactory  to  the  Secretary. 

(c)  Grants  under  subsection  (a)  shall  be  made  on  such  terms  and 
conditions  as  the  Secretary  may  prescribe,  except  that  [(1)  such  a 
grant  shall  be  available  for  obligation  only  during  the  one-year  period 
beginning  on  the  date  such  grant  was  made,  and  (2)]  no  [State 
Agency]  entity  may  receive  more  than  three  grants  under  subsection  (a). 
Funds  under  a  grant  which  remain  available  for  obligation  at  the  end  of 
the  fiscal  year  in  which  the  grant  has  been  made  shall  remain  available 
for  obligation  in  the  succeeding  fiscal  year,  but  no  funds  under  any  grant 
to  a  State  Agency  may  be  obligated  in  any  period  in  which  a  designation 
agreement  is  not  in  e^ect  for  such  State  Agency. 

(d)  Each  [State  Agency]  entity  which  receives  a  grant  under 
subsection  (a)  shall  report  to  the  Secretary  (in  such  form  and  manner 
as  he  shall  prescribe)  on  the  effectiveness  of  the  rate  regulation  pro- 
gram assisted  by  such  grant.  The  Secretary  shall  report  annually 
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to  the  Congress  on  the  effectiveness  of  the  programs  assisted  by  the 
grants  authorized  by  subsection  (a) . 

(e)  There  are  authorized  to  be  appropriated  to  make  payments 
under  grants  under  subsection  (a),  $4,000,000  for  the  fiscal  year 
ending  June  30,  1975,  $5,000,000  for  the  fiscal  rear  ending  Jane  30, 

1976,  [and]  $6,000,000  each  for  the  fiscal  years  "ending  September  30, 

1977,  and  September  30,  1978,  $6,000,000  for  the  fiscal  year  ending 
September  80,  1979,  $7 ,000 ,000  for  the  fiscal  year  ending  September  30, 
1980,  and  $8,000,000  for  the  fiscal  year  ending  September  30,  1981. 

CERTIFICATE  OF  NEED  PROGRAM 

Sec.  1527.  (a)  The  certificate  of  need  program  required  by  section 
l'523{a){4)iB)  shall,  in  accordance  with  this  section,  provide  for  the 
following: 

(1)  Beview  and  determination  of  need  under  such  program  for — 
{A)  major  medical  equipment,  health  care  facilities,  institu- 
tional health  services,  and  home  health  services,  and 
(B)  capital  expenditures, 
shall  he  made  before  the  time  such  equipment  or  facilities  are  acquired, 
such  services  or  facilities  are  ofifered  or  developed,  substantial  ex- 
penditures  are  undertaken  in  preparation  for  such  offering  or 
development,  or  capital  expenditures  are  obligated. 

{2)  The  acquisition,  offering,  and  development  of  only  such  equip- 
ment, facilities,  and  services  as  may  be  found  by  the  State  Agency  to 
he  needed;  and  the  obligation  of  only  those  capital  expenditures 
found  to  be  needed  by  the  State  Agency. 

(8)  After  a  certificate  of  need  is  issued  an  annual  renew  shall  he 
conducted  of  the  progress  being  made  in  making  the  equipment, 
facility,  or  service  for  which  the  certificate  was  issued  available  for 
use,  and  if  it  is  determined  that  adequate  progress  is  not  being  made, 
the  certificate  shall  be  withdrawn  but  only  after  consideration  of  any 
recommendation  made  by  the  health  systems  agency  with  jurisdiction 
over  the  area  to  be  served  by  such  equipment,  facility,  or  service. 

(4)  In  issuing  a  certificate  of  need,  the  State  shall  specify  in  the 
certificate  the  maximum  amount  of  capital  expenditures  which  may 
be  obligated  under  such  certificate.  The  program  shall,  in  accordance 
with  regulations  promulgated  by  the  Secretary,  prescribe  the  extent 
to  vjhich  a  project  authorized  by  a  certificate  of  need  shall  be  subject 
to  further  review  if  the  amount  of  capital  expenditures  obligated  or 
expected  to  be  obligated  for  the  project  exceed  the  maximum  specified 
in  the  certificate  of  need. 

(5)  The  program  shall  provide  that  each  decision  of  the  State 
Agency  not  to  issue  a  certificate  of  need  shall,  upon  request  of  the 
person  who  applied  for  such  certificate,  be  reviewed  under  an  appeals 
mechanism  consistent  with  State  law  governing  the  practices  and 
procedures  of  administrative  agencies  or,  if  there  is  no  such  State 
law,  by  an  entity  (other  than  the  State  Agency)  deisgnated  by  the 
Governor. 

(6)  The  program  shall  provide  that  each  decision  of  the  State 
Agency  to  issue  a  certificate  of  need  (A)  shall  not  be  inconsistent 
with  the  State  health  plan  in  effect  for  such  State  under  section 
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1524(c),  and  (B)  shall  be  issued  by  the  State  Agency  solely  on  the 
basis  of  the  record  established  in  administrative  proceedings  held 
with  respect  to  the  application  for  such  certificate. 

(7)  The  program  may  permit  reviews  of  applications  for  certifi- 
cates of  need  to  be  conducted  in  such  a  manner  that  (A)  comparisons 
of  applications  for  such  certificates  may  be  made,  and  (B)  priorities 
for  approval  of  such  applications  may  be  established, 

(b)  Notwithstanding  section  1632(c),  an  application  for  a  health 
maintenance  organization  (as  defined  in  section  1301)  for  a  certificate  of 
need  for  new  institutional  health  services  or  health  care  facilities  shall 
be  approved  by  the  State  Agency  if  the  State  Agency  finds  (in  accordance 
with  criteria  prescribed  by  the  Secretary)  that — 

(1)  approval  of  such  application  is  required  to  meet  the  needs  of 
the  members  of  the  health  maintenance  organization  and  of  the  new 
members  which  such  organization  can  reasonably  be  expected  to 
enroll,  and 

(2)  the  health  maintenance  organization  is  unable  to  provide, 
through  services  or  facilities  which  can  reasonably  be  expected  to  be 
available  to  the  organization,  its  institutional  health  services  in  a 
reasonable  and  cost-effective  manner  which  is  consistent  with  the 
basic  method  of  operation  of  the  organization  and  which  makes  such 
services  available  on  a  long-term  basis  through  physicians  and  other 
health  professionals  associated  with  it. 

(c)  (1)  Under  the  program  a  certificate  of  need  shall  not  be  required 
for  the  acquisition  of  major  medical  equipment  which  will  not  be  owned 
by  or  located  in  a  health  care  facility  unless — 

(A)  the  notice  required  by  paragraph  (2)  is  not  filed  in  accordance 
with  that  paragraph  with  respect  to  such  acquisition,  or 

(B)  the  State  Agency  finds,  within  30  days  after  the  date  it  re- 
ceives a  notice  in  accordance  with  paragraph  (2)  with  respect  to 
such  acquisition,  that  the  equipment  will  be  used  to  provide  services 
for  inpatients  of  a  hospital. 

(2)  Before  any  person  enters  into  a  contractual  arrangement  to  acquire 
major  medical  equipment  which  will  not  be  owned  by  or  located  in  a  health 
care  facility,  such  person  shall  notify  the  State  Agency  of  the  State  in 
which  such  equipment  will  be  located  of  such  person's  intent  to  acquire 
such  equipment.  Such  notice  shall  be  made  in  writing  and  shall  be  made 
at  least  30  days  before  contractual  arrangements  are  entered  into  to  ac- 
quire the  equipment  with  respect  to  which  the  notice  is  given. 

(d)  In  granting  certificates  of  need  under  such  a  program,  a  State 
Agency  shall  take  into  account  recommendations  made  by  health  systems 
agencies  within  the  State  under  section  1513(f). 

GRANTS  TO  STATES  FOR  REDUCTION  OF  EXCESS  HOSPITAL  CAPACITY 

Sec.  1528.  (a)  For  the  purpose  of  demonstrating  the  efiectiveness  of 
various  means  for,  reducing  excesses  in  resources  and  facilities  of  hos- 
pitals (referred  to  in  this  section  as  "excess  hospital  capacity''),  the 
Secretary  may  make  grants  to  State  health  planning  and  development 
agencies  designated  under  section  1521(b)(3)  to  assist  such  agencies  in — ■ 
(1)  identifying  (by  geographic  region  or  by  health  service)  excess 
hospital  capacity, 
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{2)  developing^  programs  to  inform  the  public  of  the  costs  associated 
v)ith  excess  hospital  capacity, 

{3)  developing  programs  to  reduce  excess  hospital  capacity  in 
manner  which  will  produce  the  greatest  savings  in  the  cost  of  health 
care  delivery, 

(4)  developing  means  to  overcome  harriers  to  the  reduction  of 
excess  hospital  capacity,  and 

(5)  any  other  activity  related  to  the  reduction  of  excess  hospital 
capacity. 

(6)  Grants  under  subsection  (a)  shall  be  made  on  such  terms  and 
conditions  as  the  Secretary  may  prescribe.  The  Secretary  shall  report 
annually  to  the  Congress  on  the  activities  assisted  with  grants  under 
subsection  (a). 

(c)  There  are  authorized  to  be  appropriated  to  make  payments  under 
grants  under  subsection  (a)  $4,000,000  for  the  fiscal  year  ending  Septem- 
ber 30,  1979,  $4,000,000  for  the  fiscal  year  ending  September  30,  1980, 
and  $4,000,000  for  the  fiscal  year  ending  September  30,  1981. 

Part  D — General  Provisions 
definitions 

Sec.  1531.  [For  purposes  of  this  title]  Except  as  otherwise  provided, 
for  purposes  of  this  title: 

(1)  The  term  ''State''  includes  the  District  of  Columbia  [and  the 
Commonwealth  of  Puerto  Rico.]. 

(2)  The  term  ''Governor"  means  the  chief  executive  officer  of  a 
State  or  his  designee. 

(3)  The  term  "provider  of  health  care"  means  an  individual — 

(A)  who  is  a  direct  provider  of  health  care  (including  a  phjrsi- 
cian,  dentist,  nurse,  podiatrist,  optometrist,  [or]  physician 
assistant,  or  ancillary  personnel  employed  under  the  supervision 
of  a  physician)  in  that  the  individual's  primary  current  activity 
is  the  provision  of  health  care  to  individuals  or  the  administration 
of  facilities  or  institutions  (including  hospitals,  long-term  care 
facilities,  substance  abuse  treatment  facilities,  outpatient  facili- 
ties, and  health  maintenance  organizations)  in  which  such  care  is 
provided  and,  when  required  by  State  law,  the  individual  has 
received  professional  training  in  the  provision  of  such  care  or  in 
such  administration  and  is  licensed  or  certified  for  such  provision 
or  administration;  [or] 

[(B)  who  is  an  indirect  provider  of  health  care  in  that  the 
individual — 

[(i)  holds  a  fiduciary  position  with,  or  has  a  fiduciary  interest 
in,  any  entity  described  in  subclause  (II)  or  (IV)  of  clause  (ii) ; 

[(ii)  receives  (either  directly  or  through  his  spouse)  more  than 
one-tenth  of  his  gross  annual  income  from  any  one  or  combination 
of  the  following: 

[(I)  Fees  or  other  compensation  for  research  into  or  in- 
struction in  the  provision  of  health  care. 

[(II)  Entities  engaged  in  the  provision  of  health  care  or 
in  such  research  or  instruction. 
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[(III)  Producing  or  supplying  drugs  or  other  articles  for 
individuals  or  entities  for  use  in  the  provision  of  or  in  research 
into  or  instruction  in  the  provision  of  health  care. 

[(IV)  Entities  engaged  m  producing  drugs  or  such  other 
articles. 

[(iii)  is  a  member  of  the  immediate  family  of  an  individual 
described  in  subparagraph  (A)  or  in  clause  (i),  (ii),  or  (iv)  of  sub- 
paragraph (B) ;  or 

[(iv)  is  engaged  in  issuing  any  policy  or  contract  of  individual 
or  group  health  insurance  or  hospital  or  medical  service  benefits.] 

(B)  who  holds  a  fiduciary  position  with,  or  has  a  fiduciary  interest 
in,  any  entity  described  in  clause  (ii)  or  (iv)  of  subparagraph  {&) 
other  than  an  entity  described  in  such  clause  which  is  also  an  entity 
described  in  section  501  (c)  {3)  of  the  Internal  Revenue  Code  of  195% 
and  which  does  not  have  as  its  primary  purpose  the  delivery  of 
health  care,  the  conduct  of  research,  the  conduct  of  instruction  for 
health  professionals,  or  the  production  of  drugs  or  articles  described 
in  clause  {iii)  of  subparagraph  (C) ; 

(C)  who  receives  {either  directly  or  through  his  spouse)  more  than 
one-tenth  of  his  gross  annual  income  from  any  one  or  combination  of — 

(^)  fees  or  other  compensation  for  research  into  or  instruction 
in  the  provision  of  health  care, 

{ii)  entities  engaged  in  the  provision  of  health  care  or  in 
research  or  instruction  in  the  provision  of  health  care, 

{iii)  producing  or  supplying  drugs  or  other  articles  for  in- 
dividuals or  entities  for  use  in  the  provision  of  or  in  research 
into  or  instruction  in  the  provision  of  health  care,  or 

{iv)  entities  engaged  in  producing  drugs  or  such  other  articles; 
{D)  who  is  the  spouse  of  an  individual  described  in  subparagraph 
(A),  (B),  or  (0;or 

{E)  who  is  engaged  in  issuing  any  policy  or  contract  of  individual 
or  group  health  insurance  or  hospital  or  medical  service  benefits. 

(4)  The  term  ''health  resources"  includes  health  services,  health 
professions  personnel,  and  health  facilities,  except  that  such  term 
does  not  include  Christian  Science  sanatoriums  operated,  or  listed 
and  certified,  by  the  First  Church  of  Christ,  Scientist,  Boston,  Massa- 
chusetts. 

(5)  The  term  "institutional  health  services"  means  the  health 
services  provided  through  health  care  facilities  [and  health  mainte- 
nance organizations  (as  such  facilities  and  organizations]  {as  such 
facilities  are  defined  in  regulations  prescribed  under  section  1122  of  [ 
the  Social  Security  Act)  and  includes  the  entities  through  which  such 
services  are  provided. 

{6)  For  purposes  of  sections  1523  and  1527,  the  term  ^'capital  expendi- 
ture''  means  an  expenditure — 

{A)  made  by  or  on  behalf  of  a  health  care  facility;  and 
{B)  {i)  which  {I)  under  generally  accepted  accounting  principles  \ 
is  not  properly  chargeable  as  an  expense  of  operation  and  mainte- 
nance, or  {II)  is  made  to  obtain  by  lease  or  comparable  arrangement; 
any  facility  or  part  thereof  or  any  equipment  for  a  facility  or  part; 
and 
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(ii)  which  (/)  exceeds  $lSOflOO,  (IF)  substantially  changes  the 
bed  capacity  qf  the  facility  with  respect  to  which  the  expenditure  is 
made  J  or  {III)  substantially  changes  the  services  oj  such  facility. 
Such  term  does  not  include  an  expenditure  to  obtain  {either  by  purchase 
or  under  lease  or  comparable  arrangement)  an  existing  health  care  facility 
the  services  or  bed  capacity  of  which  is  not  changed  in  being  so  obtained. 
For  purposes  of  subparagraph  {B){ii)  {I),  the  cost  of  any  studies,  surveys, 
designs,  plans,  working  drawings,  specifications,  and  other  activities 
essential  to  the  acquisition,  improvement,  expansion,  or  replacement  of 
any  plant  or  equipment  with  respect  to  which  an  expenditure  described 
in  subparagraph  {B)  {i)  is  made  shall  be  included  in  determining  if  such 
expenditure  exceeds  $150,000.  Donations  of  equipment  or  facilities  to  a 
health  care  facility  which  if  acquired  directly  by  such  facility  would  be 
subject  to  review  under  section  1527  shall  be  considered  capital  expendi- 
tures for  purposes  of  sections  1523  and  1527,  and  a  transfer  of  equipment 
or  facilities  for  less  than  fair  market  value  shall  be  considered  a  capital 
expenditure  for  purposes  of  such  sections  if  a  transfer  of  the  equipment 
or  facilities  at  fair  market  value  would  be  subject  to  review  under  section 
1527. 

(7)  For  purposes  of  sections  1523  and  1527,  the  term  "major  medical 
equipment''  means  medical  equipment  which  is  used  for  the  provision  of 
medical  and  other  health  services  and  which  costs  in  excess  of  $150,000, 
except  that  such  term  does  not  include  medical  equipment  acquired  by  or 
on  behalf  of  a  clinical  laboratory  to  provide  clinical  laboratory  services  if 
the  clinical  laboratory  is  independent  of  a  physician's  office  and  a  hospital 
and  it  has  been  determined  under  title  XVIII  of  the  Social  Security  Act 
to  meet  the  requirements  of  paragraphs  {10)  and  {11)  of  section  1861  {s) 
of  such  Act. 

PROCEDURES    AND    CRITERIA    FOR    REVIEWS    OF    PROPOSED  HEALTH 

SYSTEM  CHANGES 

Ssc.  1532.  (a)  In  conducting  reviews  pursuant  to  subsections  (e), 
(f),  and  (g)  of  section  1513  or  in  conducting  any  other  reviews  of 
proposed  or  existing  health  services,  each  health  systems  agency  shall 
(except  to  the  extent  approved  by  the  Secretary)  follow  procedures, 
and  apply  criteria,  developed  and  published  by  the  agency  in  accord- 
ance with  regulations  of  the  Secretary:  [and]  in  performing  its  re- 
view functions  under  section  1523,  a  State  Agency  shall  (except  to 
the  extent  approved  by  the  Secretary)  follow  procedures  and  apply 
criteria,  developed  and  published  by  the  State  Agency  in  accordance 
with  regulations  of  the  Secretary;  and  in  performing  its  review  functions 
a  Statewide  Health  Coordinating  Council  shall  {except  to  the  extent 
approved  by  the  Secretary)  follow  procedures  and  apply  criteria  developed 
and  published  by  the  Council  in  accordance  with  regulations  of  the 
Secretary.  Procedures  and  criteria  for  reviews  by  health  systems 
agencies  [and  States  Agencies],  State  Agencies,  and  Statewide  Health 
Coordinating  Councils  may  vary  according  to  the  purpose  for  which  a 
particular  review  is  being  conducted  or  the  type  of  health  services 
being  reviewed.  Health  systems  agencies,  the  State  Agency,  and,  if 
appropriate,  the  Statewide  Health  Coordinating  Council  within  each 
State  shall  cooperate  in  the  development  of  procedures  and  criteria  under 
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this  subsection  to  the  extent  appropriate  to  the  achievement  of  efficiency 
in  their  reviews  and  consistency  in  criteria  for  such  reviews. 

(b)  Each  healtli  systems  [agency  and  State  AgencyJ  agency, 
State  Agency,  and  Statewide  Health  Coordinating  Council  shall  include 
in  the  procedures  required  by  subsection  (a)  at  least  the  following : 

(1)  Written  notification  to  affected  persons  of  the  beginning 
of  a  review. 

(2)  Schedules  for  reviews  which  provide  that  no  review  shall, 
to  the  extent  practicable,  take  longer  than  ninety  days  from  the 
date  the  notification  described  in  paragraph  (1)  is  made.  Failure 
of  a  health  systems  agency.  State  Agency,  or  Statewide  Health 
Coordinating  Council  to  complete  a  review  within  the  period  pre- 
scribed for  the  review  may  not  be  deemed  by  such  an  entity  to  consti- 
tute a  negative  finding,  recommendation,  or  decision  with  respect  to 
the  subject  of  such  review. 

(3)  Provision  for  persons  subject  to  a  review  to  submit  to  the 
[agency  or  State  Agency]  agency.  State  Agency,  or  Statewide 
Health  Coordinating  Council  (in  such  form  and  manner  as  the 
[agency  or  State  Agency]  agency,  State  Agency,  or  Statewide 
Health  Coordinating  Council  shall  prescribe  and  publish)  such 
information  as  the  [agency  or  State  Agency]  agency,  State 
Agency,  or  Statewide  Health  Coordinating  Council  may  require 
concerning  the  subject  of  such  review. 

(4)  Submission  of  applications  (subject  to  review  by  a  health 
systems  [agency  or  a  State  Agency]  agency.  State  Agency,  or 
Statewide  Health  Coordinating  Council)  made  under  this  Act  or 
other  provisions  of  law  for  Federal  financial  assistance  for  health 
services  to  the  health  systems  [agency  or  State  Agency]  agency. 
State  Agency,  or  Statewide  Health  Coordinating  Council  at  such 
time  and  in  such  manner  as  it  may  require. 

(5)  Submission  of  periodic  reports  by  providers  of  health 
services  and  other  persons  subject  to  [agency  or  State  Agency] 
agency.  State  Agency,  or  Statewide  Health  Coordinating  Council 
review  respecting  the  development  of  proposals  subject  to  review. 

(6)  Provision  for  written  findings  which  state  the  basis  for 
any  final  decision  or  reconunendation  made  by  the  [agency  or 
State  Agency]  agency,  State  Agency,  or  Statewide  Health  Coordinat- 
ing Council. 

(7)  Notification  of  providers  of  health  services  and  other 
persons  subject  to  [agency  or  State  Agency]  agency,  State  Agency, 
or  Statewide  Health  Coordinating  Council  review  of  the  status  of 
the  [agency  or  State  Agency]  agency,  State  Agency,  or  Statewide 
Health  Coordinating  Council  review  of  the  health  services  or 
proposals  subject  to  review,  findings  made  in  the  course  of  such 
review,  and  other  appropriate  information  respecting  such  review. 

(8)  Provision  for  public  hearings  in  the  course  of  [agency  or 
State  Agency]  agency,  State  Agency,  or  Statewide  Health  Coordinat- 
ing Council  review  if  requested  by  persons  directly  affected  by  the 
review;  and  provision  for  public  hearings,  for  good  cause  shown, 
respecting  [agency  and  State  Agency]  agency.  State  Agency,  and 
Statewide  Health  Coordinating  Council  decisions. 

(9)  Preparation  and  publication  of  regular  reports  by  the 
[agency  and  State  Agency]  agency,  State  Agency,  and  Statewide 
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Health  Coordinating  Council  of  the  reviews  being  conducted 
(including  a  statement  concerning  the  status  of  each  such  re- 
view) and  of  the  reviews  completed  by  the  [agency  and  State 
Agency3  agency,  State  Agency,  and  Statewide  Health  Coordinating 
Council  (including  a  general  statement  of  the  findings  and  deci- 
sions made  in  the  course  of  such  reviews)  since  the  publication  of 
the  last  such  report. 

(10)  Access  by  the  general  public  to  all  applications  reviewed 
by  the  [agency  and  State  A^gencyJ  agency,  State  Agency,  and 
Statewide  Health  Coordinating  Council  and  to  all  other  written 
materials  pertinent  to  any  [agency  or  State  Agency]  agency, 
State  Agency,  or  Statewide  Health  Coordinating  Council  review. 

(11)  In  the  case  of  construction  projects,  submission  to  the 
agency  and  State  Agency  by  the  entities  proposing  the  projects 
of  letters  of  intent  in  such  details  as  may  be  necessary  to  inform 
the  agency  and  State  Agency  of  the  scope  and  nature  of  the 
projects  at  the  earliest  possible  opportunity  in  the  course  of 
planning  of  such  construction  projects. 

(c)  Criteria  required  by  subsection  (a)  for  health  systems  [agency 
and  State  Agency]  agency,  State  Agency,  and  Statewide  Health  Co- 
ordinating Council  review  shall  include  consideration  of  at  least  the 
following : 

(1)  The  relationship  of  the  health  services  being  reviewed  to 
the  apphcable  [HSP  and  AIP.J  HSP,  AIP,  and  State  health 
plan. 

(2)  The  relationship  of  services  reviewed  to  the  long-range 
development  plan  (if  any)  of  the  person  providing  or  proposing 
such  services. 

(3)  The  need  that  the  population  served  or  to  be  served  by 
such  services  has  for  such  services. 

(4)  The  availability  of  alternatives,  less  costly,  or  more 
effective  methods  of  providing  such  services. 

(5)  The  relationship  of  services  reviewed  to  the  existing  health 
care  system  of  the  area  in  which  such  services  are  provided  or 
proposed  to  be  provided. 

[(6)  In  the  case  of  health  services  proposed  to  be  provided, 
the  availability  of  resources  (including  health  manpower,  manage- 
ment personnel,  and  funds  for  capital  and  operating  needs)  for 
the  provision  of  such  services  and  the  availability  of  alternative 
uses  of  such  resources  for  the  provision  of  other  health  services.] 

(6)  In  the  case  of  health  services  proposed  to  be  provided — 

(A)  the  availability  of  resources  {including  health  manpower, 
management  personnel,  and  funds  for  capital  and  operating 
needs)  for  the  provision  of  such  services, 

{B)  the  efect  of  the  means  proposed  for  the  delivery  of  such 
services  on  the  clinical  needs  of  health  professional  training 
programs  in  the  area  in  which  such  services  are  to  be  provided, 

(C)  if  such  services  are  to  be  available  in  a  limited  number 
of  faciliti-es,  the  extent  to  which  the  health  professions  schools 
in  the  area  will  have  access  to  the  services  for  training  purposes, 

(D)  the  availability  of  alternative  uses  of  such  resources 
for  the  provision  of  other  health  services,  and 
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(E)  the  extent  to  which  such  proposed  services  will  be  acces- 
sible to  all  the  residents  of  the  area  to  be  served  by  such  services. 

(7)  The  special  needs  and  circumstances  of  those  entities  which 
rovide  a  substantial  portion  of  their  services  or  resources,  or 
oth,  to  individuals  not  residing  in  the  health  service  areas  in 

which  the  entities  are  located  or  in  adjacent  health  service  areas. 
Such  entities  may  include  medical  and  other  health  professions 
schools,  multidisciplinary  clinics,  specialty  centers,  and  such  other 
entities  as  the  Secretary  may  by  regulation  prescribe. 

(8)  The  special  needs  and  circumstances  of  health  maintenance 
organizations  for  which  assistance  may  be  provided  under  title 
XIII. 

(9)  In  the  case  of  a  construction  project — 

(A)  the  costs  and  methods  of  the  proposed  construction, 
and 

(B)  the  probable  impact  of  the  construction  project  re- 
viewed on  the  costs  of  providing  health  services  by  the  person 
proposing  such  construction  project. 

(10)  In  the  case  oj  health  services  or  facilities  proposed  to  be  pro- 
vided, the  efficiency  and  appropriateness  of  the  use  of  existing  services 
and  facilities  similar  to  those  proposed. 

The  criteria  established  by  any  health  systems  [agency  or  State 
Agency]  agency,  State  Agency,  or  Statewide  Health  Coordinating  Coun- 
cil under  paragraph  (8)  shall  be  consistent  with  the  standards  and 
procedures  established  by  the  Secretary  under  section  1306(c)  of  this 
Act. 

TECHNICAL  ASSISTANCE  FOR  HEALTH  SYSTEMS  AGENCIES  AND  STATE 
HEALTH  PLANNING  AND  DEVELOPMENT  AGENCIES 

Sec.  1533.  (a)  The  Secretary  shall  provide  (directly  or  through 
grants  or  contracts,  or  both)  to  designated  health  systems  agencies 
and  State  Agencies  (1)  assistance  in  developing  their  health  plans 
and  approaches  to  planning  various  types  of  health  services,  (2)  tech- 
nical materials,  including  methodologies,  policies,  and  standards  ap- 
propriate for  use  in  health  planning,  and  (3)  other  technical  assistance 
as  may  be  necessary  in  order  that  such  agencies  may  properly  per- 
form their  functions. 

(b)  The  Secretary  shall  include  in  the  materials  provided  under 
subsection  (a)  the  following: 

(1)  (A)  Specification  of  the  minimum  data  needed  to  determine 
the  health  status  of  the  residents  of  a  health  service  area  and  the 
determinants  of  such  status. 

(B)  Specification  of  the  minimum  data  needed  to  determine 
the  status  of  the  health  resources  and  services  of  a  health  service 
area. 

(C)  Specification  of  the  minimum  data  needed  to  describe 
the  use  of  health  resources  and  services  within  a  health  service 
area. 

(2)  Planning  approaches,  methodologies,  policies,  and  stand- 
ards which  shall  be  consistent  with  the  guidelines  established 
by  the  Secretary  under  section  1501  for  appropriate  planning 
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and  development  of  health  resources,  and  which  shall  cover  the 
priorities  listed  in  section  1502. 

(3)  Guidelines  for  the  organization  and  operation  of  health 
systems  agencies  and  State  Agencies  including  guidelines  for — 

(A)  the  structure  of  a  health  systems  agency,  consistent 
mth  section  1512(b),  and  of  a  State  Agency,  consistent  with 
section  1522; 

(B)  the  conduct  of  the  planning  and  development  proc- 
esses; 

(C)  the  performance  of  health  systems  agency  functions 
in  accordance  with  section  1513;  and 

(D)  the  performance  of  State  Agency  functions  in  accord- 
ance with  section  1523. 

(c)  In  order  to  facilitate  the  exchange  of  information  concerning 
health  services,  health  resources,  and  health  planning  and  resources 
development  practice  and  methodology,  the  Secretary  shall  establish 
a  national  health  planning  information  center  to  support  the  health 
planning  and  resources  development  programs  of  health  systems 
agencies.  State  Agencies,  and  other  entities  concerned  with  health 
planning  and  resources  development;  to  provide  access  to  current 
information  or  health  planning  and  resources  development;  and  to 
provide  information  for  use  in  the  analysis  of  issues  and  problems 
related  to  health  planning  and  resources  development. 

(d)  The  Secretary  shall  establish  the  following  within  one  year  of 
the  date  of  enactment  of  this  title: 

(1)  A  uniform  system  for  calculating  the  aggregate  cost  of 
operation  and  the  aggregate  volume  of  services  provided  by  health 
services  institutions  as  defined  by  the  Secretary  in  regulations. 
Such  system  shall  provide  for  the  calculation  of  the  aggregate 
volume  to  be  based  on: 

(A)  The  number  of  patient  days; 

(B)  The  number  of  patient  admissions; 

(C)  The  number  of  out-patient  visits;  and 

(D)  Other  relevant  factors  as  determined  by  the  Secretary. 

(2)  A  uniform  system  for  cost  accounting  and  calculating  the 
volume  of  services  provided  by  health  services  institutions.  Such 
system  shall: 

(A)  Include  the  establishment  of  specific  cost  centers  and, 
where  appropriate,  subcost  centers. 

(B)  Include  the  designation  of  an  appropriate  volume 
factor  for  each  cost  center. 

(C)  Provide  for  an  appropriate  application  of  such  system 
in  the  different  types  of  institutions  (including  hospitals, 
nursing  homes,  and  other  types  of  health  services  institu- 
tions), and  different  sizes  of  such  types  of  institutions. 

(3)  A  uniform  system  for  calculating  rates  to  be  charged  to 
health  insurers  and  other  health  institutions  payors  by  health 
service  institutions.  Such  system  shaU :  ^ 

(A)  Be  based  on  an  all  inclusive  rate  for  various  categories 
of  patients  (including,  but  not  limited  to  individuals  re- 
ceiving medical,  surgical,  pediatric,  obstetric,  and  psychi- 
atric institutional  health  services) . 
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(B)  Provide  that  such  rates  reflect  the  true  cost  of  pro- 
viding services  to  each  such  category  of  patients.  The  system 
shall  provide  that  revenues  derived  from  patients  in  one 
category  shall  not  be  used  to  support  the  provision  of  services 
to  patients  in  any  other  category. 

(C)  Provide  for  an  appropriate  application  of  such  system 
in  the  different  types  of  institutions  (including  hospitals, 
nursing  homes,  and  other  types  of  health  service  institu- 
tions) and  different  sizes  of  such  types  of  institutions. 

(D)  Provide  that  differences  in  rates  to  various  classes  of 
purchasers  (including  health  insurers,  direct  service  payors, 
and  other  health  institution  payors)  be  based  on  justified 
and  documented  differences  in  the  costs  of  operation  of 
health  service  institutions  made  possible  by  the  actions  of 
such  purchasers. 

(4)  A  classification  system  for  health  services  institutions. 
Such  classification  system  shall  quantitatively  describe  and  group 
health  services  institutions  of  the  various  types.  Factors  included 
in  such  classification  system  shall  include — 

(A)  the  number  of  beds  operated  by  an  institution; 

(B)  the  geographic  location  of  an  institution; 

(C)  the  operation  of  a  postgraduate  physician  training 
program  by  an  institution;  and 

(D)  the  complexity  of  services  provided  by  an  institution. 

(5)  A  uniform  system  for  the  reporting  by  health  services 
institutions  of — 

(A)  the  aggregate  cost  of  operation  and  the  aggregate 
volume  of  services,  as  calculated  in  accordance  with  the 
system  established  by  the  Secretary  under  paragraph  (1) ; 

(B)  the  costs  and  volume  of  services  at  various  cost 
centers,  and  subcost  centers,  as  calculated  in  accordance 
with  the  system  established  by  the  Secretary  under  para- 
graph (2) ;  and 

(C)  rates,  by  category  of  patient  and  class  of  purchaser, 
as  calculated  in  accordance  with  the  system  established  by 
the  Secretary  under  paragraph  (3) . 

Such  system  shall  provide  for  an  appropriate  application  of 
such  system  in  the  different  types  of  institutions  (including  hos- 
pitals, nursing  homes,  and  other  types  of  health  services  institu- 
tions) and  different  sizes  of  such  institutions. 


CENTERS  FOR  HEALTH  PLANNING 


Sec.  1534.  (a)  For  the  purposes  of  assisting  the  Secretary  in  carry- 
ing out  this  title,  providing  such  technical  and  consulting  assistance 
as  health  systems  agencies  and  State  Agencies  may  from  time  to 
time  require,  conducting  research,  studies  and  analyses  of  health 
planning  and  resources  development,  and  developing  health  planning 
approaches,  methodologies,  policies,  and  standards,  the  Secretary 
shall  by  grants  or  contracts,  or  both,  assist  public  or  private  nonprofit 
entities  in  meeting  the  costs  of  planning  and  developing  new  centers, 
and  operating  existing  and  new  centers,  for  multidisciplinary  health 
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planning  development  and  assistance.  To  the  extent  practicable, 
the  Secretary  shall  provide  assistance  under  this  section  so  that  at 
least  five  such  centers  will  be  in  operation  by  June  30,  1976. 

(b)  (1)  No  grant  or  contract  may  be  made  under  this  section  for 
planning  or  developing  a  center  unless  the  Secretary  determines  that 
when  it  is  operational  it  will  meet  the  requirements  listed  in  paragraph 
(2)  and  no  grant  or  contract  may  be  made  under  this  section  for  opera- 
tion of  a  center  unless  the  center  meets  such  requirements. 

(2)  The  requirements  referred  to  in  paragraph  (1)  are  as  follows: 

(A)  There  shall  be  a  full-time  director  of  the  center  who  pos- 
sesses a  demonstrated  capacity  for  substantial  accomplishment 
and  leadership  in  the  field  of  health  planning  and  resources  de- 
velopment, and  there  shall  be  such  additional  professional  staff 
as  may  be  appropriate. 

(B)  The  staff  of  the  center  shall  represent  a  diversity  of  relevant 
disciplines. 

(C)  Such  additional  requirements  as  the  Secretary  may  by 
regulation  prescribe. 

(c)  Centers  assisted  under  this  section  (1)  may  enter  into  arrange- 
ments with  health  systems  agencies  and  State  Agencies  for  the  pro- 
vision of  such  services  as  may  be  appropriate  and  necessary  in  assisting 
the  agencies  and  State  Agencies  in  performing  their  functions  under 
section  1513  or  1523,  respectively,  and  (2)  shall  use  methods  (satis- 
factory to  the  Secretary)  to  disseminate  to  such  agencies  and  State 
Agencies  such  planning  approaches,  methodologies,  policies  and 
standards  as  they  develop. 

(d)  For  the  purpose  of  making  payments  pursuant  to  grants  and 
contracts  under  subsection  (a)  there  are  authorized  to  be  appropriated 
$5,000,000  for  the  fiscal  year  ending  June  30,  1975,  $8,000,000  for  the 
fiscal  year  ending  June  30,  1976,  [and]  $10,000,000  each  for  the  fiscal' 
years  ending  September  30,  1977,  and  September  30,  1978,  $10,000,000 
jor  the  fiscal  year  ending  September  30,  1979,  $11,000,000  for  the  fiscal 
year  ending  September  30, 1980,  and  $12,000,000  for  the  fiscal  year  ending 
SepUmber  30,  1981. 

REVIEW  BY  THE  SECRETARY 

Sec.  1535.  (a)  The  Secretary  shall  review  and  approve  or  disapprove 
the  annual  budget  of  each  designated  health  systems  agency  and  State 
Agency.  In  making  such  review  and  approval  or  disapproval  the  Secre- 
tary shall  consider  the  comments  of  Statewide  Health  Coordinating 
Councils  submitted  under  section  1524(c)(3).  Information  submitted 
to  the  Secretary  by  a  health  systems  agency  or  a  State  Agency  in  con- 
nection with  the  Secretary's  review  under  this  subsection  shall  be 
made  available  by  the  Secretary,  upon  request,  to  the  appropriate 
committees  (and  their  subcommittees)  of  the  Congress. 

(b)  The  Secretary  shall  prescribe  performance  standards  covering 
the  structure,  operation,  and  performance  of  the  functions  of  each 
designated  health  systems  agency  and  State  Agency,  and  he  shall 
establish  a  reporting  system  based  on  the  performance  standards  that 
allows  for  continuous  review  of  the  structure,  operation,  and  perform- 
ance of  the  functions  of  such  agencies. 
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(c)  The  Secretary  shall  review  in  detail  at  least  every  three  years 
the  structure,  operation,  and  performance  of  the  functions  of  each 
designated  health  systems  agency  to  determine — 

(1)  the  adequacy  of  the  HSP  of  the  agency  for  meeting  the 
needs  of  the  residents  of  the  area  for  a  healthful  environment  and 
for  accessible,  acceptable  and  continuous  quality  health  care  at 
reasonable  costs,  and  the  effectiveness  of  the  AIP  in  achieving 
the  system  described  in  the  HSP; 

(2)  if  the  structure,  operation,  and  performance  of  the  func- 
tions of  the  agency  meet  the  requirements  of  sections  1512(b) 
and  1513; 

(3)  the  extent  to  which  the  agency ^s  governing  body  (and 
executive  committee  (if  any))  represents  the  residents  of  the 
health  service  area  for  which  the  agency  is  designated; 

(4)  the  professional  credentials  and  competence  of  the  staff 
of  the  agency; 

(5)  the  appropriateness  of  the  data  assembled  pursuant  to 
section  1513(b)(1)  and  the  quality  of  the  analyses  of  such  data; 

(6)  the  extent  to  which  technical  and  financial  assistance  from 
the  agency  have  been  utilized  in  an  effective  manner  to  achieve  goals 
and  objectives  of  the  HSP  and  the  AIP;  and 

(7)  the  extent  to  which  it  may  be  demonstrated  that — 

(A)  the  health  of  the  residents  in  the  agency's  health 
service  area  has  been  improved ; 

(B)  the  accessibility,  acceptability,  continuity,  and  quality 
of  health  care  in  such  area  has  been  improved ;  and 

(C)  increases  in  costs  of  the  provision  of  health  care  have 
been  restrained. 

(d)  The  Secretary  shall  review  in  detail  at  least  every  three  years 
the  structure,  operation,  and  performance  of  the  functions  of  each 
designated  State  Agency  to  determine — 

(1)  the  adequacy  of  the  State  health  plan  of  the  Statewide 
Health  Coordinating  Council  prepared  under  section  1524(c)(2) 
in  meeting  the  needs  of  the  residents  of  the  State  for  a  healthful 
environment  and  for  accessible,  acceptable,  and  continuous  qual- 
ity health  care  at  reasonable  costs ; 

(2)  if  the  structure,  operation,  and  performance  of  the  func- 
tions of  the  State  Agency  meet  the  requirements  of  sections 
1522  and  1523; 

(3)  the  extent  to  which  the  Statewide  Health  Coordinating 
Council  has  a  membership  meeting,  and  has  performed  in  a 
manner  consistent  with,  the  requirements  of  section  1524; 

(4)  the  professional  credentials  and  competence  of  the  staff  of 
the  State  Agency; 

(5)  the  extent  to  which  financial  assistance  provided  under  title 
XVI  by  the  State  Agency  has  been  used  in  an  effective  manner  to 
achieve  the  State's  health  plan  under  section  1524(c)(2);  and 

(6)  the  extent  to  which  it  may  be  demonstrated  that — 

(A)  the  health  of  the  residents  of  the  State  has  been 
improved ; 

(B)  the  accessibility,  acceptability,  continuity,  and  quality 
of  health  care  in  the  State  has  been  improved;  and 

(C)  increases  in  costs  of  the  provision  of  health  care  have 
been  restrained. 
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SPECIAL  PROVISIONS  FOR  CERTAIN  STATES  AND  TERRITORIES 

Sec.  1536.  (a)  Any  State  which — 

(1)  has  no  county  or  municipal  pubUc  health  institution  or 
department,  and 

(2)  has,  prior  to  the  date  of  enactment  of  this  title,  maintained 
a  health  planning  system  which  substantially  complies  with  the 
purposes  of  this  title, 

and  the  Commonwealth  of  Puerto  Rico,  the  Virgin  Islands,  Guam,  the 
Trust  Territory  of  the  Pacific  Islands,  the  Northern  Mariana  Islands 
and  American  Samoa  shall  each  be  considered  in  accordance  with 
subsection  (b)  to  be  a  State  for  purposes  of  this  title. 

(b)  In  the  case  of  an  entity  which  under  subsection  (a)  is  to  be  con- 
sidered a  State  for  purposes  of  this  title — 

(1)  no  health  service  area  shall  be  established  within  it, 

(2)  no  health  systems  agency  shall  be  designated  for  it, 

(3)  the  State  Agency  designated  for  it  under  section  1521  may, 
in  addition  to  the  functions  prescribed  by  section  1523,  perform 
the  functions  prescribed  by  section  1513  and  shall  be  eligible  to 
receive  grants  authorized  by  sections  1516  and  1640,  and 

(4)  the  chief  executive  officer  shall  appoint  the  Statewide 
Health  Coordinating  Council  prescribed  by  section  1524  in 
accordance  with  regulations  of  the  Secretary. 

TITLE  XVI— HEALTH  RESOURCES  DEVELOPMENT 

[Part  A — Purpose,  State  Plan,  and  Project  Approval 

[purpose 

[Sec.  1601.  It  is  the  purpose  of  this  title  to  provide  assistance, 
through  allotments  under  part  B  and  loans  and  loan  guarantees  and 
interest  subsidies  under  part  C,  for  projects  for — 
[(1)  modernization  of  medical  facilities; 
[(2)  construction  of  new  outpatient  medical  facilities; 
[(3)  construction  of  new  inpatient  medical  facilities  in  areas 
which  have  experienced  (as  determined  under  regulations  of  the 
Secretary)  recent  rapid  population  growth;  and 

[(4)  conversion  of  existing  medical  facilities  for  the  provision 
of  new  health  services, 
and  to  provide  assistance,  through  grants  under  part  D,  for  construc- 
tion and  modernization  projects  designed  to  prevent  or  eliminate 
safety  hazards  in  medical  facilities  or  to  avoid  noncompliance  by 
such  facilities  with  licensure  or  accreditation  standards. 

[general  regulations 

[Sec.  1602.  The  Secretary  shall  by  regulation — 

[(1)  prescribe  the  general  manner  in  which  the  State  Agency 
of  each  State  shall  determine  for  the  State  medical  facihties 
plan  under  section  1603  the  priority  among  projects  within  the 
State  for  which  assistance  is  available  under  this  title,  based 
on  the  relative  need  of  different  areas  within  the  State  for  such 
projects  and  giving  special  consideration — 
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[(A)  to  projects  for  medical  facilities  serving  areas  with 
relatively  small  financial  resources  and  for  medical  facilities 
serving  rm^al  communities, 

[(B)  in  the  case  of  projects  for  modernization  of  medical 
facilities,  to  projects  for  facilities  serving  densely  populated 
areas, 

C(C)  in  the  case  of  projects  for  construction  of  outpatient 
medical  facilities,  to  projects  that  will  be  located  in,  and 
provide  services  for  residents  of,  areas  determined  by  the 
Secretary  to  be  rural  or  urban  poverty  areas, 

[(D)  to  projects  designed  to  (i)  eliminate  or  prevent  im- 
minent safety  hazards  as  defined  by  Federal,  State,  or  local 
fire,  building,  or  life  safety  codes  or  regulations-,  or  (ii)  avoid 
noncompliance  with  State  or  voluntary  licensure  or  accredi- 
tation standards,  and 

[(E)  to  projects  for  medical  facilities  which,  alone  or  in 
conjunction  with  other  facilities,  will  provide  comprehensive 
health  care,  including  outpatient  and  preventive  care  as 
well  as  hospitalization; 
[(2)  prescribe  for  medical  facilities  projects  assisted  under  this 
title  general  standards  of  construction,  modernization,  and  equip- 
ment for  medical  facilities  of  different  classes  and  in  different 
types  of  location; 

[(3)  prescribe  criteria  for  determining  needs  for  medical  facility 
beds  and  needs  for  medical  facilities,  and  for  developing  plans 
for  the  distribution  of  such  beds  and  facilities; 

[(4)  prescribe  criteria  for  determining  the  extent  to  which 
existing  medical  facilities  are  in  need  of  modernization; 

[(5)  require  each  State  medical  facilities  plan  under  section 
1603  to  provide  for  adequate  medical  facilities  for  all  persons 
residing  in  the  State  and  adequate  facilities  to  furnish  needed 
health  services  for  persons  unable  to  pay  therefor;  and 

[(6)  prescribe  the  general  manner  in  which  each  entity  which 
receives  financial  assistance  under  this  title  or  has  received 
financial  assistance  under  this  title  or  title  VI  shall  be  required 
to  comply  with  the  assurances  required  to  be  made  at  the  time 
such  assistance  was  received  and  the  means  by  which  such 
entity  shall  be  required  to  demonstrate  compliance  with  such 
assurances. 

An  entity  subject  to  the  requirements  prescribed  pursuant  to  para- 
graph (6)  respecting  compliance  with  assurances  made  in  connection 
with  receipt  of  financial  assistance  shall  submit  periodically  to  the 
Secretary  data  and  information  which  reasonably  support  the  entity's 
compliance  with  such  assurances.  The  Secretary  may  not  waive  the 
requirement  of  the  preceding  sentence. 

[state  medical  facilities  plan 

[Sec.  1603.  (a)  Before  an  application  for  assistance  under  this 
title  (other  than  part  D)  for  a  medical  facility  project  described  in 
section  1601  may  be  approved,  the  State  Agency  of  the  State  in 
which  such  project  is  located  must  have  submitted  to  the  Secretary 
and  had  approved  by  him  a  State  medical  facilities  plan.  To  be 
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approved  by  the  Secretary  a  State  medical  facilities  plan  for  a  State 
must — 

[(1)  prescribe  that  the  State  Agency  of  the  State  shall  admin- 
ister or  supervise  the  administration  of  the  plan  and  contain 
evidence  satisfactory  to  the  Secretary  that  the  State  Agency  has 
the  authority  to  carry  out  the  plan  in  conformity  Avith  this  title; 

[(2)  prescribe  that  the  Statewide  Health  Coordinating  Council 
of  the  State  shall  advise  and  consult  with  the  State  Agency  in 
carrying  out  the  plan; 

[(3)  be  approved  by  the  Statewide  Health  Coordinating 
Council  as  consistent  with  the  State  health  plan  developea  pur- 
suant to  section  1524(c)(2); 

[(4)  set  forth,  in  accordance  with  criteria  estabhshed  in  regu- 
lations prescribed  under  section  1602  and  on  the  basis  of  a  state- 
wide inventory  of  existing  medical  facilities,  a  survey  of  need, 
and  the  plans  of  health  systems  agencies  within  the  State — 

[(A)  the  number  and  type  of  medical  facility  beds  and 
medical  facilities  needed  to  provide  adequate  inpatient  care 
to  people  residing  in  the  State,  and  a  plan  for  the  distribu- 
tion of  such  beds  and  facilities  in  health  services  areas 
throughout  the  State, 

[(B)  the  number  and  type  of  outpatient  and  other  medi- 
cal facilities  needed  to  provide  adequate  public  health  serv- 
ices and  outpatient  care  to  people  residing  in  the  State,  and 
a  plan  for  the  distribution  of  such  facilities  in  health  service 
areas  throughout  the  State,  and 

[(C)  the  extent  to  which  existing  medical  facilities  in  the 
State  are  in  need  of  modernization  or  conversion  to  new 
uses; 

[(5)  set  forth  a  program  for  the  State  for  assistance  under  this 
title  for  projects  described  in  section  1601,  which  program  shall 
indicate  the  type  of  assistance  which  should  be  made  available 
to  each  project  and  shall  conform  to  the  assessment  of  need  set 
forth  pursuant  to  paragraph  (4)  and  regulations  promulgated 
under  section  1602; 

[(6)  set  forth  (in  accordance  with,  regulations  promulgated 
under  section  1602)  priorities  for  the  provision  of  assistance  under 
this  title  for  projects  in  the  program  set  forth  pursuant  to  para- 
graph (5); 

[(7)  provide  minimum  requirements  (to  be  fixed  in  the  dis- 
cretion of  the  State  Agency)  for  the  maintenance  and  operation 
of  facilities  which  receive  assistance  under  this  title,  and  provide 
for  enforcement  of  such  requirements; 

[(8)  provide  for  affording  to  every  applicant  for  assistance  for 
a  medical  facilities  project  under  this  title  an  opportunity  for  a 
hearing  before  the  State  Agency;  and 

[(9)  provide  that  the  State  Agency  will  from  time  to  time,  but 
not  less  often  than  annually,  review  the  plan  and  submit  to  the 
Secretary  any  modifications  thereof  which  it  considers  necessary. 
[(b)  The  Secretary  shall  approve  any  State  medical  facilities  plan 
and  any  modification  thereof  which  complies  with  the  provisions  of 
subsection  (a)  if  the  State  Agency,  as  determined  under  the  review 
made  under  section  1535(d),  is  organized  and  operated  in  the  manner 
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prescribed  hj  section  1522  and  is  carrying  out  its  functions  under 
section  1523  in  a  manner  satisfactory  to  the  Secretary.  If  any  such 
plan  or  modification  thereof  shall  have  been  disapproved  by  the  Secre- 
tary for  failure  to  comply  with  subsection  (a),  the  Secretary  shall, 
upon  request  of  the  State  Agency,  afford  it  an  opportunity  for  hearing. 

[approval  of  projects 

[Sec.  1604.  (a)  For  each  project  described  in  section  1601  and 
included  within  a  State's  State  medical  facilities  plan  approved  under 
section  1603  there  shall  be  submitted  to  the  Secretary,  through  the 
State's  State  Agency,  an  application.  An  application  for  a  grant  under 
section  1625  shall  be  submitted  directly  to  the  Secretary.  Except  as 
provided  in  section  1625,  the  applicant  under  such  an  application  may 
be  a  State,  a  political  subdivision  of  a  State  or  any  other  public  entity, 
or  a  private  nonprofit  entity.  If  two  or  more  entities  join  in  a  project, 
an  application  for  such  project  may  be  filed  by  any  of  such  entities 
or  by  all  of  them. 

[(b)(1)  Except  as  authorized  under  paragraph  (2),  an  application 
for  any  project  shall  set  forth — 

[(A)  in  the  case  of  a  modernization  project  for  a  medical 
facility  for  continuation  of  existing  health  services,  a  finding  by 
the  State  Agency  of  a  continued  need  for  such  services,  and,  in 
the  case  of  any  other  project  for  a  medical  facility,  a  finding  by 
the  State  Agency  of  the  need  for  the  new  health  services  to  be 
provided  through  the  medical  facility  upon  completion  of  the 
project; 

[(B)  a  description  of  the  site  of  such  project; 

[(C)  plans  and  specifications  therefor  which  meet  the  require- 
ments of  the  regulations  prescribed  under  section  1602; 

[(D)  reasonable  assurance  that  title  to  such  site  is  or  wil' 
be  vested  in  one  or  more  of  the  entities  filing  the  application  or  in 
a  public  or  other  nonprofit  entity  which  is  to  operate  the  facility 
on  completion  of  the  project; 

[(E)  reasonable  assurance  that  adequate  financial  support 
wiU  be  available  for  the  completion  of  the  project  and  for  its 
maintenance  and  operation  when  completed,  and,  for  the  pur- 
pose of  determining  if  the  requirements  of  this  subparagraph  are 
met.  Federal  assistance  provided  directly  to  a  medical  facility 
which  is  located  in  an  area  determined  by  the  Secretary  to  be  an 
urban  or  rural  poverty  area  or  through  benefits  provided  in- 
dividuals served  at  such  facility  shall  be  considered  as  financial 
support; 

[(F)  the  type  of  assistance  being  sought  under  this  title  for 
the  project; 

[(G)  except  in  the  case  of  a  project  under  section  1625,  a  certi- 
fication by  the  State  Agency  of  the  Federal  share  for  the  project; 

[(H)  reasonable  assurance  that  all  laborers  and  mechanics 
employed  by  contractors  or  subcontractors  in  the  performance 
of  work  on  a  project  will  be  paid  wages  at  rates  not  less  than  those 
prevailing  on  similar  construction  in  the  locality  as  determined  by 
the  Secretary  of  Labor  in  accordance  with  the  Act  of  March  3, 
1931  (40  U.S.C.  276a— 276a-5,  known  as  the  Davis-Bacon  Act), 
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and  the  Secretary  of  Labor  shall  have  with  respect  to  such  labor 
standards  the  authority  and  functions  set  forth  in  Reorganization 
Plan  Numbered  14  of  1950  (15  F.R.  3176;  5  U.S.C.  Appendix) 
and  section  2  of  the  Act  of  June  13,  1934  (40  U.S.C.  276c) ; 

[(I)  in  the  case  of  a  project  for  the  construction  or  moderniza- 
tion of  an  outpatient  facility,  reasonable  assurance  that  the  serv- 
ices of  a  general  hospital  will  be  available  to  patients  at  such 
facility  who  are  in  need  of  hospital  care;  and 

[(J)  reasonable  assurance  that  at  all  times  after  such  applica- 
tion is  approved  (i)  the  facility  or  portion  thereof  to  be  con- 
structed, or  modernized,  or  converted  will  be  made  available  to 
all  persons  residing  or  employed  in  the  area  served  by  the  facility, 
and  (ii)  there  will  be  made  available  in  the  facility  or  portion 
thereof  to  be  constructed,  modernized,  or  converted  a  reasonable 
volume  of  services  to  persons  unable  to  pay  therefor  and  the  Secre- 
tary, in  determining  the  reasonableness  of  the  volume  of  services 
provided,  shall  take  into  consideration  the  extent  to  which  com- 
pliance is  feasible  from  a  financial  viewpoint. 
[(2)  (A)  The  Secretary  may  waive — 

[(i)  the  requirements  of  subparagraph  (C)  of  paragraph  (1) 
for  compliance  with  modernization  and  equipment  standards 
prescribed  pursuant  to  section  1602(2),  and 

[(ii)  the  requirement  of  subparagraph  (D)  of  paragraph  (1) 
respecting  title  to  a  project  site, 
in  the  case  of  an  application  for  a  project  described  in  subparagraph 

[(B)  A  project  referred  to  in  subparagraph  (A)  is  a  project — 

[(i)  for  the  modernization  of  an  outpatient  medical  facility 
which  will  provide  general  purpose  health  services,  which  is  not 
part  of  a  hospital,  and  which  will  serve  a  medically  underserved 
population  as  defined  in  section  1633  or  as  designated  by  a  health 
systems  agency,  and 

[(ii)  for  which  the  applicant  seeks  (I)  not  more  than  $20,000 
from  the  allotments  made  under  part  B  to  the  State  in  which  it 
is  located,  or  (II)  a  loan  under  part  C  the  principal  amount  of 
which  does  not  exceed  $20,000. 
[(c)  The  Secretary  shall  approve  an  application  submitted  under 
subsection  (b)  (other  than  an  application  for  a  grant  under  section 
1625)  if— 

[(1)  in  the  case  of  a  project  to  be  assisted  from  an  allotment 
made  under  part  B,  there  are  sufficient  funds  in  such  allotment 
to  pay  the  Federal  share  of  the  project;  and 
[(2)  the  Secretary  finds  that — 

[(A)  the  application  (i)  is  in  conformity  with  the  State 
medical  facilities  plan  approved  under  section  1603,  (ii)  has 
been  approved  and  recommended  by  the  State  Agency,  (iii) 
is  for  a  project  which  is  entitled  to  priority  over  other  proj- 
ects within  the  State  as  determined  in  accordance  with  the 
approved  State  medical  facilities  plan,  and  (iv)  contains  the 
assurances  required  by  subsection  (b) ;  and 

[(B)  the  plans  and  specifications  for  the  project  meet  the 
requirements  of  the  regulations  prescribed  pursuant  to  sec- 
tion 1602. 
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[(d)  No  application  (other  than  an  application  for  a  grant  under 
section  1625)  shall  be  disapproved  until  the  Secretary  has  afforded 
the  State  Agency  an  opportunity  for  a  hearing. 

[(e)  Amendment  of  any  approved  application  shall  be  subject  to 
approval  in  the  same  manner  as  an  origmal  application. 

[(f)  Each  application  shall  be  reviewed  by  health  systems  agencies 
in  accordance  with  section  1513(e). 

[Part  B — Allotments 
[allotments 

[Sec.  1610.  (a)  For  each  fiscal  year,  the  Secretary  shall,  in  accord- 
ance with  regulations,  make  from  sums  appropriated  for  such  fiscal 
year  under  section  1613  allotments  among  the  States  on  the  basis  of 
the  population,  the  financial  need,  and  need  for  medical  facilities 
projects  described  in  section  1601  of  the  respective  States.  The  popu- 
lation of  the  States  shall  be  determined  on  the  basis  of  the  latest 
figures  certified  by  the  Secretary  of  Conmierce. 

[(b)(1)  The  allotment  to  any  State  (other  than  Guam,  American 
Samoa,  the  Virgin  Islands,  or  the  Trust  Territory  of  the  Pacific 
Islands)  for  any  fiscal  year  shall  be  not  less  than  $1,000,000;  and  the 
allotment  to  Guam,  American  Samoa,  the  Virgin  Islands,  and  the 
Trust  Territory  of  the  Pacific  Islands  for  any  fiscal  year  shall  be  not 
less  than  $500,000  each. 

[(2)  Notwithstanding  paragraph  (1),  if  the  amount  appropriated 
under  section  1613  for  any  fiscal  year  is  less  than  the  amount  required 
to  provide  allotments  in  accordance  with  paragraph  (1),  the  amount 
of  the  allotment  to  any  State  for  such  fiscal  year  shall  be  an  amount 
which  bears  the  same  ratio  to  the  amount  prescribed  for  such  State 
by  paragraph  (1)  as  the  amount  appropriated  for  such  fiscal  year 
bears  to  the  amount  of  appropriations  needed  to  make  allotinents  to 
all  the  States  in  accordance  with  paragraph  (1). 

[(c)  Any  amount  allotted  to  a  State  for  a  fiscal  year  under  sub- 
section (a)  and  remaining  unobligated  at  the  end  of  such  year  shall 
remain  available  to  such  State,  for  the  purpose  for  which  made,  for  the 
next  two  fiscal  years  (and  for  such  years  only),  in  addition  to  the 
amounts  allotted  to  such  State  for  such  purposes  for  such  next  two 
fiscal  years;  except  that  any  such  amount  which  is  unobligated  at 
the  end  of  the  first  of  such  next  two  years  and  which  the  Secretary 
determines  will  remain  unobligated  at  the  close  of  the  second  of  such 
next  two  years  may  be  reallotted  by  the  Secretary,  to  be  available 
for  the  purposes  for  which  made  until  the  close  of  the  second  of  such 
next  two  years,  to  other  States  which  have  need  therefor,  on  such 
basis  as  the  Secretary  deems  equitable  and  consistent  with  the  pur- 
poses of  this  title,  ^y  amount  so  reallotted  to  a  State  shall  be  in 
addition  to  the  amounts  allotted  and  available  to  the  State  for  the 
same  period. 

[payments  from  allotments 

[Sec.  1611.  (a)  If  with  respect  to  any  medical  facility  project 
approved  under  section  1604  the  State  Agency  certifies  (upon  the 
basis  of  inspection  by  it)  to  the  Secretary  that,  in  accordance  with 
approved  plans  and  specifications,  work  has  been  performed  upon  the 
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project  or  purchases  have  been  made  for  it  and  that  payment  from 
the  appHcable  allotment  of  the  State  in  which  the  project  is  located 
is  due  for  the  project,  the  Secretary  shall,  except  as  provided  in  sub- 
section (b),  make  such  payment  to  the  State. 

[(b)  The  Secretary  is  authorized  to  not  make  payments  to  a  State 
pursuant  to  subsection  (a)  in  the  following  circumstances  : 

[(1)  If  such  State  is  not  authorized  by  law  to  make  payments 
for  an  approved  medical  facility  project  from  the  payment  to 
be  made  by  the  Secretary  pursuant  to  subsection  (a),  or  if  the 
State  so  requests,  the  Secretary  shall  make  the  payment  from 
the  State  allotment  directly  to  the  applicant  for  such  project. 

[(2)  If  the  Secretary,  after  investigation  or  otherwise,  has 
reason  to  believe  that  any  act  (or  failure  to  act)  has  occurred 
requiring  action  pursuant  to  section  1612,  payment  by  the  Secre- 
tary may,  after  he  has  given  the  State  Agency  notice  and  oppor- 
tunity for  hearing  pursuant  to  such  section,  be  withheld,  in 
whole  or  in  part,  pending  corrective  action  or  action  based  on 
such  hearing. 

In  no  event  may  the  total  of  payments  made  under  subsection  (a) 
with  respect  to  any  project  exceed  an  amount  equal  to  the  Federal 
share  of  such  project. 

[(c)  In  case  an  amendment  to  an  approved  application  is  approved 
as  provided  in  section  1604  or  the  estimated  cost  of  a  project  is  revised 
upward,  any  additional  payment  with  respect  thereto  may  be  made 
from  the  applicable  allotment  of  the  State  for  the  fiscal  year  in  which 
such  amendment  or  revision  is  approved. 
[(d)  In  any  fiscal  year — 

[(1)  not  more  than  20  per  centum  of  the  amount  of  a  State's 
allotment  available  for  obligation  in  that  fiscal  year  may  be 
obligated  for  projects  in  the  State  for  construction  of  new  facili- 
ties for  the  provision  of  inpatient  health  care  to  persons  residing 
in  areas  of  the  State  which  have  experienced  recent  rapid  popula- 
tion growth;  and 

[(2)  not  less  than  25  per  centum  of  the  amount  of  a  State's 
allotment  available  for  obligation  in  that  fiscal  year  shall  be 
obligated  for  projects  for  outpatient  facilities  which  will  serve 
medically  underserved  populations. 
In  the  administration  of  this  part,  the  Secretary  shall  seek  to  assure 
that  in  each  fiscal  year  at  least  one  half  of  the  amount  obligated  for 
projects  pursuant  to  paragraph  (2)  shall  be  obligated  for  projects 
which  wiU  serve  rural  medically  underserved  populations. 

[withholding  of  payments  and  other  compliance  actions 

[Sec.  1612.  (a)  Whenever  the  Secretary,  after  reasonable  notice 
and  opportunity  for  hearing  to  the  State  Agency  concerned  finds — 
[(1)  that  the  State  Agency  is  not  complying  substantially 
with  the  provisions  required  by  section  1603  to  be  included  in 
its  State  medical  facilities  plan, 

[(2)  that  any  assurance  required  to  be  given  in  an  appHcation 
filed  under  section  1604  is  not  being  or  cannot  be  carried  out,  or 
[(3)  that  there  is  a  substantial  failure  to  carry  out  plans  and 
specifications  approved  by  the  Secretary  under  section  1604, 
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the  Secretary  shall  take  the  action  authorized  by  subsection  (b) 
unless,  in  the  case  of  compliance  with  assurances,  the  Secretary  requires 
compliance  by  other  means  authorized  by  law. 

[(b)(1)  Upon  a  finding  described  in  subsection  (a)  and  after  notice 
to  the  State  Agency  concerned,  the  Secretary  may — 

[(A)  withhold  from  all  projects  within  the  State  with  respect 
to  which  the  finding  was  made  further  payments  from  the  State's 
allotment  under  section  1610,  or 

[(B)  withhold  from  the  specific  projects  with  respect  to  which 
the  finding  was  made  further  payments  from  the  applicable  State 
allotment  under  section  1610. 
[(2)  Pajrments  may  be  withheld,  in  whole  or  in  part,  under  para- 
graph (1)— 

[(A)  until  the  basis  for  the  finding  upon  which  the  withholding 
was  made  no  longer  exists,  or 

[(B)  if  corrective  action  to  make  such  finding  inapplicable 
cannot  be  made,  until  the  State  concerned  repays  or  arranges 
for  the  repayment  of  Federal  funds  paid  under  this  part  for 
projects  which  because  of  the  finding  are  not  entitled  to  such 
funds. 

[(c)  The  Secretary  shall  investigate  and  ascertain,  on  a  periodic 
basis,  with  respect  to  each  entity  which  is  receiving  financial  assistance 
under  this  title  or  which  has  received  financial  assistance  under  title 
VI  or  this  title,  the  extent  of  compliance  by  such  entity  with  the  assur- 
ances required  to  be  made  at  the  time  such  assistance  was  received. 
If  the  Secretary  finds  that  such  an  entity  has  failed  to  comply  with  any 
such  assurance,  the  Secretary  shall  take  the  action  authorized  by  sub- 
section (b)  or  take  any  other  action  authorized  by  law  (including  an 
action  for  specific  performance  brought  by  the  Attorney  General  upon 
request  of  the  Secretary)  which  will  effect  compliance  by  the  entity 
with  such  assurances.  An  appropriate  action  to  effectuate  compliance 
with  any  such  assurance  may  be  brought  by  a  person  other  than  the 
Secretary  only  if  a  complaint  has  been  filed  by  such  person  with  the 
Secretary  and  the  Secretary  has  dismissed  such  complaint  or  the  At- 
torney General  has  not  brought  a  civil  action  for  compliance  with  such 
assurance  within  6  months  after  the  date  on  which  the  complaint  was 
filed  with  the  Secretary. 

[authorization  of  appropriations 

[Sec.  1613.  Except  as  provided  in  section  1625(d),  there  are  author- 
ized to  be  appropriated  for  allotments  under  section  1610  $125,000,000 
for  the  fiscal  year  ending  June  30,  1975,  $130,000,000  for  the  fiscal  year 
ending  June  30,  1976,  and  $135,000,000  each  for  the  fiscal  years  ending 
September  30,  1977,  and  September  30,  1978.3 

Part  [C||  A— Loans  and  Loan  Guarantees 

authority  for  loans  and  loan  guarantees 

[Sec.  1620.  (a)  The  Secretary,  during  the  period  beginning  July  1, 
1974,  and  ending  September  30,  1978,  may,  in  accordance  with  this 
part,  make  loans  from  the  fund  established  under  section  1622(d)  to 
pay  the  Federal  share  of  projects  approved  under  section  1604. 
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[(b)(1)  The  Secretary,  during  the  period  beginning  July  1,  1974, 
and  ending  September  30,  1978,  may,  in  accordance  with  this  part, 
guarantee  to — 

[(i)  non-Federal  lenders  for  their  loans  to  nonprofit  private 
entities  for  medical  facihties  projects,  and 

[(ii)  the  Federal  Financing  Bank  for  its  loans  to  nonprofit 
private  entities  for  such  projects, 
payment  of  principal  and  interest  on  such  loans  if  applications  for 
assistance  for  such  projects  under  this  title  have  been  approved  under 
section  1604. 

[(2)  In  the  case  of  a  guarantee  of  any  loan  to  a  nonprofit  private 
entity  under  this  title,  the  Secretary  shall  pay,  to  the  holder  of  such 
loan  and  for  and  on  behalf  of  the  project  for  which  the  loan  was 
made  amounts  sufficient  to  reduce  by  3  per  centum  per  annum  the 
net  effective  interest  rate  otherwise  payable  on  such  loan.  Each 
holder  of  such  a  loan  which  is  guaranteed  under  this  title  shall  have 
a  contractual  right  to  receive  from  the  United  States  interest  pay- 
ments required  by  the  preceding  sentence.] 

Sec.  1601.  ia)(l)  The  Secretary,  during  the  period  ending  September 
30,  1981,  may,  in  accordance  with  this  part,  make  loans  from  the  fund 
established  under  section  1602(d)  to  any  public  or  nonprofit  private 
entity  for  projects  for — 

(A)  modernization  of  medical  facilities, 

(B)  construction  of  new  outpatient  medical  facilities , 

(C)  construction  of  new  hospitals  in  (i)  areas  which  have  ex- 
perienced (as  determined  under  regulations  of  the  Secretary)  recent 
rapid  population  growth,  or  (ii)  areas  where  merger  or  closure 
of  medical  facilities  has  resulted  in  a  reduction  in  the  number  of 
hospital  beds  available  in  such  areas,  and 

(D)  conversion  of  existing  medical  facilities  to  outpatient  medical 
facilities  or  facilities  for  long-term  care. 

(2)  (A)  The  Secretary,  during  the  period  ending  September  30,  1981  j 
may,  in  accordance  with  this  part,  guarantee  to — 

(i)  non-Federal  lenders  for  their  loans  to  nonprofit  private  entities 
for  medical  facilities  projects  described  in  paragraph  (1),  and 

(ii)  the  Federal  Financing  Bank  for  its  loans  to  nonprofit  private 
entities  for  such  projecth, 

payment  of  principal  arid  interest  on  such  loans. 

(B)  In  the  case  of  a  guarantee  of  any  loan  to  a  nonprofit  private  entity 
under  subparagraph  (A){i),  the  Secretary  shall  pay,  to  the  holder  of 
such  loan  and  for  and  on  behalf  of  the  project  for  which  the  loan  was 
made,  amounts  sufficient  to  reduce  by  3  per  centum  per  annum  the  net 
effective  interest  rate  otherwise  payable  on  such  loan.  Each  holder  of  such  a 
loan  which  is  guaranteed  under  such  subparagraph  shall  have  a  contractual 
right  to  recieve  from  the  United  States  interest  payments  required  by  the 
preceding  sentence. 

(b)  The  principal  amount  of  a  loan  directly  made  or  guaranteed  under 
subsection  (a)  for  a  medical  facilities  project,  when  added  to  any  other 
assistance  provided  such  project  under  part  B,  may  not  exceed  90  per 
centum  of  the  cost  of  such  project  unless  the  project  is  located  in  an  area 
determined  by  the  Secretary  to  be  an  urban  or  rural  poverty  area,  in 
which  case  the  principal  amount,  when  added  to  other  assistance  under 
part  B,  may  cover  up  to  100  per  centum  of  such  costs. 
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(c)  The  cumulative  total  of  the  principal  of  the  loans  outstanding 
at  any  time  with  respect  to  which  guarantees  have  been  issued,  or 
which  have  been  directly  made,  may  not  exceed  such  limitations  as 
may  be  specified  in  appropriation  Acts. 

(d)  The  Secretary,  with  the  consent  of  the  Secretary  of  Housing 
and  Urban  Development,  shall  obtain  from  the  Department  of  Hous- 
ing and  Urban  Development  such  assistance  with  respect  to  the 
administration  of  this  part  as  will  promote  efficiency  and  economy 
thereof. 

[allocation  among  the  states 

[Sec.  1621.  (a)  For  each  fiscal  year,  the  total  amount  of  principal 
of — 

[(1)  loans  to  nonprofit  private  entities  which  may  be  guar- 
anteed, or 

[(2)  loans  which  may  be  directly  made, 
under  this  part  shall  be  allotted  by  the  Secretary  among  the  States, 
in  accordance  with  regulations,  on  the  basis  of  the  population,  financial 
need,  and  need  for  medical  facilities  projects  described  in  section  1601 
of  the  respective  States.  The  population  of  the  States  shall  be  deter- 
mined on  the  basis  of  the  latest  figures  certified  by  the  Secretary  of 
Commerce. 

1(b)  Any  amount  allotted  to  a  State  for  a  fiscal  year  under  sub- 
section (a)  and  remaining  unobligated  at  the  end  of  such  year  shall 
remain  available  to  such  State,  for  the  purpose  for  which  made,  for 
the  next  two  fiscal  years  (and  for  such  years  only) ,  in  addition  to  the 
amounts  allotted  to  such  State  for  such  purposes  for  such  next  two 
fiscal  years;  except  that  any  such  amount  which  is  unobligated  at  the 
end  of  the  first  of  such  next  two  years  and  which  the  Secretary  de- 
termines will  remain  unobligated  at  the  close  of  the  second  of  such 
next  two  years  may  be  reallotted  by  the  Secretary,  to  be  available  for 
the  purposes  for  which  made  until  the  close  of  the  second  of  such  next 
two  years,  to  other  States  which  have  need  therefor,  on  such  basis  as 
the  Secretary  deems  equitable  and  consistent  with  the  purposes  of  this 
title.  Any  amount  so  reallotted  to  a  State  shall  be  in  addition  to  the 
amounts  allotted  and  available  to  the  State  for  the  same  period.] 

general  provisions  relating  to  loan  guarantees  and  loans 

Sec.  [1622J  1602.  (a)(1)  The  Secretary  may  not  approve  a  loan 
guarantee  for  a  project  under  this  part  unless  he  determines  that 
(A)  the  terms,  conditions,  security  (if  any) ,  and  schedule  and  amount 
of  repayments  with  respect  to  the  loan  are  suflScient  to  protect  the 
financial  interests  of  the  United  States  and  are  otherwise  reasonable, 
including  a  determination  that  the  rate  of  interest  does  not  exceed 
such  per  centum  per  annum  on  the  principal  obligation  outstanding 
as  the  Secretary  determines  to  be  reasonable,  taking  into  account  the 
range  of  interest  rates  prevailing  in  the  private  market  for  similar 
loans  and  the  risks  assumed  by  the  United  States,  and  (B)  the  loan 
would  not  be  available  on  reasonable  terms  and  conditions  without 
the  guarantee  under  this  part. 

(2)  (A)  The  United  States  shall  be  entitled  to  recover  from  the 
applicant  for  a  loan  guarantee  under  this  part  the  amount  of  any 
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payment  made  pursuant  to  such  guarantee,  unless  the  Secretary  for 
good  cause  waives  such  right  of  recovery;  and,  upon  making  any  such 
payment,  the  United  States  shall  be  subrogated  to  all  of  the  rights 
of  the  recipient  of  the  payments  with  respect  to  which  the  guarantee 
was  made. 

(B)  To  the  extent  permitted  by  subparagraph  (C),  any  terms  and 
conditions  applicable  to  a  loan  guarantee  under  this  part  (including 
terms  and  conditions  imposed  under  subparagraph  (D))  may  be 
modified  by  the  Secretary  to  the  extent  he  determines  it  to  be  con- 
sistent with  the  financial  interest  of  the  United  States. 

(C)  Any  loan  guarantee  made  by  the  Secretary  under  this  part  shall 
be  incontestable  (i)  in  the  hands  of  an  applicant  on  whose  behalf  such 
guarantee  is  made  unless  the  applicant  engaged  in  fraud  or  misrepre- 
sentation in  securing  such  guarantee,  and  (ii)  as  to  any  person  (or  his 
successor  in  interest)  who  makes  or  contracts  to  make  a  loan  to  such 
applicant  in  reliance  thereon  unless  such  person  (or  his  successor  in 
interest)  engaged  in  fraud  or  misrepresentation  in  making  or  con- 
tracting to  make  such  loan. 

(D)  Guarantees  of  loans  under  this  part  shall  be  subject  to  such 
further  terms  and  conditions  as  the  Secretary  determines  to  be  neces- 
sary to  assure  that  the  purposes  of  this  title  Avill  be  achieved. 

(b)  (1)  The  Secretary  may  not  approve  a  loan  under  this  part 
unless — 

(A)  the  Secretary  is  reasonably  satisfied  that  the  applicant 
under  the  project  for  which  the  loan  would  be  made  will  be  able 
to  make  payments  of  principal  and  interest  thereon  when  due, 
and 

(B)  the  applicant  provides  the  Secretary  with  reasonable  as- 
surances that  there  will  be  available  to  it  such  additional  funds 
as  may  be  necessary  to  complete  the  project  or  undertaking  with 
respect  to  which  such  loan  is  requested. 

(2)  Any  loan  made  under  this  part  shall  (A)  have  such  security, 
(B)  have  such  maturity  date,  (C)  be  repayable  in  such  installments, 
(D)  bear  interest  at  a  rate  comparable  to  the  current  rate  of  interest 
prevailing,  on  the  date  the  loan  is  made,  w^ith  respect  to  loans  guar- 
anteed under  this  part,  minus  3  per  centum  per  annum,  and  (E)  be 
subject  to  such  other  terms  and  conditions  (mcluding  provis  ons  for 
recovery  in  case  of  default) ,  as  the  Secretary  determines  to  be  necessary 
to  carry  out  the  purposes  of  this  title  while  adequately  protecting  the 
financial  interests  of  the  United  States. 

(3)  The  Secretary  may,  for  good  cause  but  with  due  regard  to  the 
financial  interests  of  the  United  States,  waive  any  right  of  recovery 
which  he  has  by  reasons  of  the  failure  of  a  borrower  to  naake  payments 
of  principal  of  and  interest  on  a  loan  made  under  this  part,  except 
that  if  such  loan  is  sold  and  guaranteed,  any  such  waiver  shall  have 
no  effect  upon  the  Secretary's  guarantee  of  timely  payment  of  princi- 
pal and  interest. 

(c)  (1)  The  Secretary  shall  from  tune  to  time,  but  with  due  regard 
to  the  financial  interest  of  the  United  States,  sell  loans  made  under 
this  part  either  on  the  private  market  or  to  the  Federal  National 
Mortgage  Association  in  accordance  with  section  302  of  the  Federal 
National  Mortgage  Association  Charter  Act  or  to  the  Federal 
Financing  Bank. 
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(2)  Any  loan  so  sold  shall  be  sold  for  an  amount  which  is  equal  (or 
approximately  equal)  to  the  amount  of  the  unpaid  principal  of  such 
loans  as  of  time  of  sale. 

(3)  (A)  The  Secretary  is  authorized  to  enter  into  an  agreement  with 
the  purchaser  of  any  loan  sold  under  this  part  under  which  the  Sec- 
retary agrees — 

(i)  to  guarantee  to  such  purchaser  (and  any  successor  in  interest 
to  such  purchaser)  payments  of  the  principal  and  interest  payable 
under  such  loan,  and 

(ii)  to  pay  as  an  interest  subsidy  to  such  purchaser  (and  any 
successor  in  interest  of  such  purchaser)  amounts  which,  when 
added  to  the  amount  of  interest  payable  on  such  loan,  are  equiva- 
lent to  a  reasonable  rate  of  interest  on  such  loan  as  determined  by 
the  Secretary  after  taking  into  account  the  range  of  prevailing 
interest  rates  in  the  private  market  on  similar  loans  and  the  risks 
assumed  by  the  United  States. 

(B)  Any  agreement  under  subparagraph  (A) — 

(i)  may  provide  that  the  Secretary  shall  act  as  agent  of  any 
such  purchaser,  for  the  purpose  of  collecting  from  the  entity  to 
which  such  loan  was  made  and  paying  over  to  such  purchaser  any 
payments  of  principal  and  interest  payable  by  such  entity  under 
such  loan; 

(ii)  may  provide  for  the  repurchase  by  the  Secretary  of  any  such 
loan  on  such  terms  and  conditions  as  may  be  specified  in  the 
agreement ; 

(iii)  shall  provide  that,  in  the  event  of  any  default  by  the  entity 
to  which  such  loan  was  made  in  payment  of  principal  or  interest 
due  on  such  loan,  the  Secretary  shall,  upon  notification  to  the 
purchaser  (or  to  the  successor  in  interest  of  such  purchaser) ,  have 
the  option  to  close  out  such  loan  (and  any  obligations  of  the  Secre- 
tary with  respect  thereto)  by  paying  to  the  purchaser  (or  his 
successor  in  interest)  the  total  amount  of  outstanding  principal 
and  interest  due  thereon  at  the  time  of  such  notification;  and 

(iv)  shall  provide  that,  in  the  event  such  loan  is  closed  out  as 
provided  in  clause  (iii) ,  or  in  the  event  of  any  other  loss  incurred 
by  the  Secretary  by  reason  of  the  failure  of  such  entity  to  make 
payments  of  principal  or  interest  on  such  loan,  the  Secretary  shall 
be  subrogated  to  all  rights  of  such  purchaser  for  recovery  of  such 
loss  from  such  entity. 

(4)  Amounts  received  by  the  Secretary  as  proceeds  from  the  sale  of 
loans  under  this  subsection  shall  be  deposited  in  the  fund  established 
under  subsection  (d). 

(5)  If  any  loan  to  a  public  entity  under  this  part  is  sold  and  guar- 
anteed by  the  Secretary  under  this  subsection,  interest  paid  on  such 
loan  after  its  sale  and  any  interest  subsidy  paid,  under  paragraph  (3) 
(A)  (ii) ,  by  the  Secretary  with  respect  to  such  loan  which  is  received  by 
the  purchaser  of  the  loan  (or  the  purchaser's  successor  in  interest)  shall 
be  included  in  the  gross  income  of  the  purchaser  or  successor  for  the 
purpose  of  chapter  1  of  the  Internal  Revenue  Code  of  1954. 

(d)  (1)  There  is  established  in  the  Treasury  a  loan  and  loan  guarantee 
fund  (hereinafter  in  this  subsection  referred  to  as  the  "fund")  which 
shall  be  available  to  the  Secretary  without  fiscal  year  limitation,  in 
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such  amounts  as  may  be  specified  from  time  to  time  in  appropriation 
Acts — 

(A)  to  enable  him  to  make  loans  under  this  part, 

(B)  to  enable  him  to  discharge  his  responsibilities  under  loan 
guarantees  issued  by  him  under  this  part, 

(C)  for  payment  of  interest  under  section  [1620(b) (2)]  1601 
(a)  (2)  (B)  on  loans  guaranteed  under  this  part, 

(D)  for  repurchase  of  loans  under  subsection  (c)  (3)  (B) ,  [and] 

(E)  for  payment  of  interest  on  loans  which  are  sold  and  guaran- 
teed [.J,  and 

(F)  to  enable  the  Secretary  to  take  the  action  authorized  by  sub- 
section (J). 

There  are  authorized  to  be  appropriated  from  time  to  time  such 
amounts  as  may  be  necessary  to  provide  the  sums  required  for  the 
fund.  There  shall  also  be  deposited  in  the  fund  amounts  received  by 
the  Secretary  in  connection  with  loans  and  loan  guarantees  under  this 
part  and  other  property  or  assets  derived  by  him  from  his  operations 
respecting  such  loans  and  loan  guarantees,  including  any  money 
derived  from  the  sale  of  assets. 

(2)  If  at  any  time  the  sums  in  the  funds  are  insufficient  to  enable 
the  Secretary — 

(A)  to  make  payments  of  interest  under  section  [1620(b)(2).] 
1601  (a)  (2)  (B), 

(B)  to  otherwise  comply  with  guarantees  under  this  part  of 
loans  to  nonprofit  private  entities, 

(C)  in  the  case  of  a  loan  which  was  made,  sold,  and  guaranteed 
under  this  part,  to  make  to  the  purchaser  of  such  loan  payments 
of  principal  and  interest  on  such  loan  after  default  by  the  entity 
to  which  the  loan  was  made,  or 

(D)  to  repurchase  loans  under  subsection  (c)  (3)  (B) ,  [and] 

(E)  to  make  payments  of  interest  on  loans  which  are  sold  and 
guaranteed [,],  and 

(F)  to  enable  the  Secretary  to  take  the  action  authorized  by  sub- 
section if). 

he  is  authorized  to  issue  to  the  Secretary  of  the  Treasury  notes  or  other 
obligations  in  such  forms  and  denominations  bearing  such  maturities, 
and  subject  to  such  terms  and  conditions,  as  may  be  prescribed  by 
the  Secretary  with  the  approval  of  the  Secretary  of  the  Treasury. 
Such  notes  or  other  obligations  shall  bear  interest  at  a  rate  deter- 
mined by  the  Secretary  of  the  Treasury,  taking  into  consideration 
the  current  average  market  yield  on  outstanding  marketable  obliga- 
tions of  the  United  States  of  comparable  maturities  during  the  month 
preceding  the  issuance  of  the  notes  or  other  obligations.  The  Secre- 
tary of  the  Treasury  shall  purchase  any  notes  and  other  obligations 
issued  under  this  paragraph  and  for  that  purpose  he  may  use  as  a 
public  debt  transaction  the  proceeds  from  the  sale  of  any  securities 
issued  under  the  Second  Liberty  Bond  Act,  and  the  purposes  for 
which  the  securities  may  be  issued  under  that  Act  are  extended  to 
include  any  purchase  of  such  notes  and  obligations.  The  Secretary 
of  the  Treasury  may  at  any  time  sell  any  of  the  notes  or  other  obliga- 
tions acquired  by  him  under  this  paragraph.  All  redemptions,  pur- 
chases, and  sales  by  the  Secretary  of  the  Treasury  of  such  notes  or 
other  obligations  shall  be  treated  as  public  debt  transactions  of  the 
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United  States.  Sums  borrowed  under  this  paragraph  shall  be  deposited 
in  the  fund  and  redemption  of  such  notes  and  obligations  shall  be 
made  by  the  Secretary  from  the  fund. 

(e)(1)  The  assets,  commitments,  obligations,  and  outstanding 
balances  of  the  loan  guarantee  and  loan  fund  established  in  the 
Treasury  by  section  626  shall  be  transferred  to  the  fund  established 
by  subsection  (d)  of  this  section. 

(2)  To  provide  additional  capitalization  for  the  fund  established 
under  subsection  (d)  there  are  authorized  to  be  appropriated  to  the 
fund,  such  sums  as  may  be  necessary  for  the  fiscal  years  ending  June  30, 
1975,  June  30,  1976,  September  30,  1977,  and  September  30,  1978. 

(J)  The  Secretary  may  take  such  action  as  he  deems  appropriate  to 
protect  the  interest  of  the  United  States  in  the  event  of  a  default  on  a  loan 
made  or  guaranteed  under  this  part  or  under  title  VI,  including  taking 
possession  of,  holding,  and  using  real  property  pledged  as  security  for 
such  a  loan  or  loan  guarantee. 

Part  [DJ  B — Project  Grants 
project  grants 

Sec.  [1625.J  1610.  (a)  (1)  The  Secretary  may  make  grants  for 
construction  or  modernization  projects  designed  to  [(1)]  (A)  eliminate 
or  prevent  imminent  safety  hazards  as  defined  by  Federal,  State,  or 
local  fire,  building,  or  life  safety  codes  or  regulations,  or  [(2)J  (B) 
avoid  noncompliance  with  State  or  voluntary  licensure  or  accredita- 
tion standards.  A  grant  under  this  [subsection]  paragraph  may  only 
be  made  to  a  State  or  political  subdivision  of  a  State,  including  any 
city,  town,  county,  borough,  hospital  district  authority,  or  public  or 
quasi-public  corporation,  for  a  project  described  in  the  preceding 
sentence  for  any  medical  facility  owned  or  operated  by  it. 

[(b)  An  application  for  a  grant  under  subsection  (a)  may  not  be 
approved  under  section  1604  unless  it  contains  assurances  satisfactory 
to  the  Secretary  that  the  applicant  making  the  application  would  not 
be  able  to  complete  the  project  for  which  the  application  is  submitted 
without  the  grant  applied  for. 

[(c)  The  amount  of  any  grant  under  subsection  (a)  may  not  ex- 
ceed 75  per  centum  of  the  cost  of  the  project  for  which  the  grant  is 
made  unless  the  project  is  located  in  an  area  determined  by  the 
Secretary  to  be  an  urban  or  rural  poverty  area,  in  which  case  the 
grant  may  cover  up  to  100  per  centum  of  such  costs. 

[(d)  Of  the  sums  appropriated  under  section  1613  for  a  fiscal  year, 
there  shall  be  made  available  for  grants  under  subsection  (a)  for  such 
fiscal  year  22  per  centum  of  such  sums.  In  addition  to  the  amounts 
made  available  for  such  grants  under  the  preceding  sentence  for  the 
fiscal  year  ending  September  30,  1978,  there  are  authorized  to  be 
appropriated  $67,500,000  for  such  fiscal  year  for  such  grants.] 

(2)  The  amount  of  any  grant  under  paragraph  (1)  may  not  exceed 
75  per  centum  of  the  cost  of  the  project  for  which  the  grant  is  made  unless 
the  project  is  located  in  an  area  determined  by  the  Secretary  to  be  an  urban 
or  rural  poverty  area,  in  which  case  the  grant  may  cover  up  to  100  per 
centum  of  such  costs. 

(3)  There  are  authorized  to  be  appropriated  for  grants  under  paragraph 
(1)  $100,000,000  for  the  fiscal  year  ending  September  30,  1979,  $100,- 
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000,000  jor  the  fiscal  year  ending  September  30,  1980,  and  $100,000,000 
jor  the  fiscal  year  ending  September  30,  1981. 

(6)  {1)  The  Secretary  may  make  grants  to  public  and  nonprofit  entities 
for  projects  jor  {A)  construction  or  modernization  of  outpatient  medical 
facilities  which  are  located  apart  from  hospitals  and  which  will  provide 
services  for  medically  underserved  populations,  and  (B)  conversion  of 
existing  facilities^  into  outpatient  medical  facilities  or  facilities  for  long- 
term  care  to  provide  services  for  such  populations. 

{2)  The  amount  of  any  grant  under  paragraph  (1)  may  not  exceed 
80  per  centum  of  the  cost  of  the  project  for  which  the  grant  is  made  unless 
the  project  is  located  in  an  area  determined  by  the  Secretary  to  be  an  urban 
or  rural  poverty  area,  in  which  case  the  grant  may  cover  up  to  100  per 
centum  of  such  costs. 

(3)  There  are  authorized  to  be  appropriated  for  grants  under  paragraph 
(1)  $30,000,000 for  the  fiscal  year  ending  September  30, 1979,  $40,000,000 
for  the  fiscal  year  ending  September  30,  1980,  and  $40,000,000  for  the 
fiscal  year  ending  September  30,  1981. 

Part  [E]  C — General  Provisions 
judicial  review 

[Sec.  1630.  If— 

[(1)  the  Secretary  refuses  to  approve  an  application  for  a 
project  submitted  under  section  1604,  the  State  Agency  through 
which  such  appHcation  was  submitted,  or 

[(2)  any  State  is  dissatisfied  ^\ith,  or  any  entity  will  be  ad- 
versely affected  by,  the  Secretary's  action  under  section  1612, 
such  State  or  entit}^, 
may  appeal  to  the  United  States  court  of  appeals  for  the  circuit  in 
which  such  State  Agency,  State,  or  entity  is  located,  by  filing  a  peti- 
tion with  such  court  within  sixty  days  after  such  action.  A  copy  of 
the  petition  shall  be  forthwith  transmitted  by  the  clerk  of  the  court 
to  the  Secretar}^,  or  any  officer  designated  by  him  for  that  purpose. 
The  Secretary  thereupon  shall  file  in  the  court  the  record  of  the  pro- 
ceedings on  which  he  based  his  action,  as  provided  in  section  2112  of 
title  28,  United  States  Code.  Upon  the  filing  of  such  petition,  the 
court  shall  have  jurisdiction  to  affirm  the  action  of  the  Secretary  or  to 
set  it  aside,  in  whole  or  in  part,  temporarily  or  permanently,  but  until 
the  filing  of  the  record,  the  Secretary  may  modify  or  set  aside  his 
order.  The  findings  of  the  Secretary  as  to  the  facts,  if  supported  by 
substantial  evidence,  shall  be  conclusive,  but  the  court,  for  good  cause 
sho\^Ti,  may  remand  the  case  to  the  Secretary  to  take  further  ev  dence, 
and  the  Secretary  may  thereupon  make  new  or  modified  findings  of 
fact  and  may  modify  his  previous  action,  and  shall  file  in  the  court  the 
record  of  the  further  proceedings.  Such  new  or  modified  findings  of 
fact  shall  likewise  be  conclusive  if  supported  by  substantial  evidence. 
The  judgment  of  the  court  affirming  or  setting  aside,  in  whole  or  in 
part,  any  action  of  the  Secretary  shall  be  final,  subject  to  review  by 
the  Supreme  Court  of  the  United  States  upon  certiorari  or  certifica- 
tion as  provided  in  section  1254  of  title  28,  United  States  Code.  The 
commencement  of  proceedings  under  this  section  shall  not,  unless  so 
specffically  ordered  by  the  Court,  operate  as  a  stay  of  the  Secretary's 
action.] 
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GENERAL  REGULATIONS 

Sec.  1620.  The  Secretary  shall  by  regulation — 

(1)  prescribe  the  manner  in  which  he  shall  determine  the  priority 
among  projects  jor  which  assistance  is  available  under  part  A  or  B, 
based  on  the  relative  need  of  different  areas  for  such  projects  and 
giving  special  consideration — 

(A)  to  projects  for  medical  facilities  serving  areas  with  rela- 
tively small  financial  resources  and  for  medical  facilities  serving 
rural  communities, 

(B)  in  the  case  of  projects  for  modernization  of  medical 
facilities,  to  projects  for  facilities  serving  densely  populated 
areas, 

(C)  in  the  case  of  projects  for  construction  of  outpatient 
medical  facilities,  to  projects  that  will  be  located  in,  and  provide 
services  for  residents  of,  areas  determined  by  the  Secretary  to  be 
rural  or  urban  poverty  areas, 

(D)  to  projects  designed  to  (i)  eliminate  or  prevent  imminent 
safety  hazards  as  defined  by  Federal,  State,  or  local  fire,  build- 
ing, or  life  safety  codes  or  regulations,  or  (ii)  avoid  noncom- 
pliance with  State  or  voluntary  licensure  or  accreditation 
standards,  and 

(E)  to  projects  for  medical  facilities  which,  alone  or  in  con- 
junction with  other  facilities,  will  provide  comprehensive  health 
care,  including  outpatient  and  preventive  care  as  well  as 
hospitalization; 

{2)  prescribe  for  medical  facilities  projects  assisted  under  part 
A  or  B  general  standards  of  construction,  modernization,  and  equip- 
ment, which  standards  may  vary  on  the  basis  of  the  class  of  facilities 
and  their  location;  and 

(3)  prescribe  the  general  manner  in  which  each  entity  which 
receives  financial  assistance  under  part  A  or  B  or  has  received 
financial  assistance  under  part  A  or  B  or  title  VI  shall  be  required 
to  comply  with  the  assurances  required  to  be  made  at  the  time  such 
assistance  was  received  and  the  means  by  which  such  entity  shall 
be  required  to  demonstrate  compliance  with  such  assurances. 
An  entity  subject  to  the  requirements  prescribed  pursuant  to  paragraph 
(3)  respecting  compliance  with  assurances  made  in  connection  with 
receipt  of  financial  assistance  shall  submit  periodically  to  the  Secretary 
data  and  information  which  reasonably  supports  the  entity's  compliance 
with  such  assurances.  The  Secretary  may  not  waive  the  requirement  of 
the  preceding  sentence. 

APPLICATIONS 

Sec.  1621.  (a)  No  loan,  loan  guarantee,  or  grant  may  be  made  under 
part  A  or  B  for  a  medical  facilities  project  unless  an  application  for  such 
project  has  been  submitted  to  and  approved  by  the  Secretary.  If  two  or 
more  entities  join  in  a  project,  an  application  for  such  project  may  be 
fled  by  any  of  such  entities  or  by  all  of  them. 

{b){l)  An  application  for  a  medical  facilities  project  shall  be  submitted 
in  such  form  and  manner  as  the  Secretary  shall  by  regulation  prescribe 
and  shall,  except  as  provided  in  paragraph  (2),  set  forth — 

(A)  in  the  case  of  a  modernization  project  for  a  medical  facility 
for  continuation  of  existing  health  services,  a  finding  by  the  State 
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agency  oj  a  continued  need  for  such  services,  and,  in  the  case  of  any 
other  project  for  a  medical  facility,  a  finding  by  the  State  Agency 
of  the  need  for  the  new  health  services  to  be  provided  through  the 
medical  facility  upon  completion  of  the  project; 

(B)  in  the  case  of  an  application  for  a  grant,  assurances  satis- 
factory to  the  Secretary  that  (i)  the  applicant  making  the  application 
would  not  be  able  to  complete  the  project  for  which  the  application 
is  submitted  without  the  grant  applied  for,  and  (ii)  in  the  case  of  a 
project  to  construct  a  new  medical  facility ,  it  would  be  inappropriate 
to  convert  an  existing  medical  facility  to  provide  the  services  to  be 
provided  through  the  new  medical  facility; 

(C)  a  description  of  the  site  of  such  project; 

(D)  plans  and  speciUcationsJherefor  which  meet  the  requirements 
of  the  regulations  prescribed  under  section  1620 {2); 

(E)  reasonable  assurance  that  title  to  such  site  is  or  will  be  vested 
in  one  or  more  of  the  entities  filing  the  application  or  in  a  public 
or  other  nonprofit  entity  which  is  to  operate  the  facility  on  completion 
of  the  project; 

(F)  reasonable  assurance  that  adequate  financial  support  will 
be  available  for  the  completion  of  the  project  and  for  its  maintenance 
and  operation  when  completed,  and,  for  the  purpose  of  determining 
if  the  requirements  of  this  subparagraph  are  met,  Federal  assistance 
provided  directly  to  a  medical  facility  which  is  located  in  an  area 
determined  by  the  Secretary  to  be  an  urban  or  rural  poverty  area 
or  through  benefits  provided  individuals  served  at  such  facility  shall 
be  considered  as  financial  support; 

(G)  the  type  of  assistance  being  sought  under  part  A  or  B  for 
the  project; 

(H)  reasonable  assurance  that  all  laborers  and  mechanics  em- 
ployed by  contractors  or  subcontractors  in  the  performance  of  work 
on  a  project  will  be  paid  wages  at  rates  not  less  than  those  prevailing 
on  similar  construction  in  the  locality  as  determined  by  the  Secretary 
of  Labor  in  accordance  with  the  Act  of  March  3,  1931  {J^O  U.S.C. 
276a — 276a-5,  known  as  the  Davis-Bacon  Act),  and  the  Secretary 
of  Labor  shall  have  with  respect  to  such  labor  standards  the  authority 
and  functions  set  forth  in  Reorganization  Plan  Numbered  14  of 
1950  {15  F.E.  3176]  5  U.S.C.  Appendix)  and  section  2  of  the 
Act  of  June  13,  1934  (40  U.S.C.  276c); 

(I)  in  the  case  of  a  project  for  the  construction  or  modernization 
of  an  outpatient  facility,  reasonable  assurance  that  the  services  of  a 
general  hospital  will  be  available  to  patients  at  such  facility  who 
are  in  need  of  hospital  care;  and 

(J)  reasonable  assurance  that  at  all  times  after  such  application  is 
approved  (i)  the  facility  or  portion  thereof  to  be  constructed,  or  mod- 
ernized, or  converted  will  be  made  available  to  all  persons  residing 
or  employed  in  the  area  served  by  the  facility,  and  (ii)  there  will  be 
made  available  in  the  facility  or  portion  thereof  to  be  constructed, 
modernized,  or  converted  a  reasonable  volume  of  services  to  persons 
unable  to  pay  therefor  and  the  Secretary,  in  determining  the  reason- 
ableness of  the  volume  of  services  provided,  shall  take  into  considera- 
tion the  extent  to  which  compliance  is  feasible  from  a  financial 
viewpoint. 
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(2)  (A)  The  Secretary  may  waive — 

(i)  the  requirements  of  subparagraph  {D)  of  paragraph  (1)  for 
compliance  with  modernization  and  equipment  standards  prescribed 
pursuant  to  section  1620  {2),  and 

(ii)  the  requirement  of  subparagraph  (E)  of  paragraph  (1)  re- 
specting title  to  a  project  site, 

in  the  case  of  an  application  for  a  project  described  in  subparagraph  (B) 
of  this  paragraph. 

(B)  A  project  referred  to  in  subparagraph  (A)  is  a  project — 

(i)  for  the  modernization  of  an  outpatient  medical  facility  which 
will  provide  general  purpose  health  services,  which  is  not  part  of  a 
hospital,  and  which  will  serve  a  medically  underserved  population 
as  defined  in  section  1633  or  as  designated  by  a  health  systems  agency, 
and 

(ii)  for  which  the  applicant  seeks  a  loan  under  part  A  the  principal 
amount  of  which  does  not  exceed  $20,000. 

RECOVERY 

Sec.  [1631.]  1622.  (a)  If  any  facility  constructed,  modernized,  or 
converted  with  funds  provided  under  this  title  is,  at  any  time  within 
twenty  years  after  the  completion  of  such  construction,  modernization, 
or  conversion  with  such  funds — 

(1)  sold  or  transfened  to  any  person  or  entity  (A)  which  is 
not  qualified  to  file  an  application  under  section  [1604,]  1621, 
or  (B)  which  is  not  approved  as  a  transferee  by  the  State  Agency 
of  the  State  in  which  such  facility  is  located,  or  its  successor;  or 

(2)  not  used  as  a  medical  facility,  and  the  Secretary  has  not 
determined  that  there  is  good  cause  for  termination  of  such  use, 

the  United  States  shall  be  entitled  to  recover  from  either  the  trans- 
feror or  the  transferee  in  the  case  of  a  sale  or  transfer  or  from  the 
owner  in  case  of  termination  of  use  an  amount  bearing  the  same  ratio 
to  the  then  value  (as  determined  by  the  agreement  of  the  parties  or 
by  action  brought  in  the  district  court  of  the  United  States  for  the 
district  in  which  the  facility  is  situated)  of  so  much  of  such  facility 
as  constituted  an  approved  project  or  projects,  as  the  amount  of  the 
Federal  participation  bore  to  the  cost  of  the  construction,  moderni- 
zation, or  conversion  of  such  project  or  projects.  Such  right  of  re- 
covery shall  not  constitute  a  lien  upon  such  facility  prior  to  judgment. 

(b)  The  Secretary  may  waive  the  recovery  rights  of  the  United 
States  under  subsection  (a)  with  respect  to  a  facility  in  any  State — 

(1)  if  (as  determined  under  regulations  prescribed  by  the 
Secretary)  the  amount  which  could  be  recovered  under  subsection 
(a)  with  respect  to  such  facility  is  applied  to  the  development, 
expansion,  or  support  of  another  medical  facility  located  in  such 
State  which  has  been  approved  by  the  Statewide  Health 
Coordinating  Council  for  such  State  as  consistent  with  the  State 
health  plan  established  pursuant  to  section  1524(c) ;  or 

(2)  if  the  Secretary  determines,  in  accordance  with  regulations 
that  there  is  good  cause  for  waiving  such  requirement  with 
respect  to  such  facility. 

If  the  amount  which  the  United  States  is  entitled  to  recover  imder 
subsection  (a)  exceeds  90  per  centum  of  the  total  cost  of  the  construe- 
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tion  or  modernization  project  for  a  facility,  a  waiver  under  this  sub- 
section shall  only  apply  with  respect  to  an  amount  which  is  not  more 
than  90  per  centum  of  such  total  cost. 

[stateJ  control  of  operations 

Sec.  [1632.]  1623.  Except  as  otherwise  specifically  provided, 
nothing  in  this  title  shall  be  construed  as  conferring  on  any  Federal 
officer  or  employee  the  right  to  exercise  any  supervision  or  control 
over  the  administration,  personnel,  maintenance,  or  operation  of  any 
facihty  with  respect  to  which  any  funds  have  been  or  may  be  ex- 
pended under  this  title. 

definitions 

Sec.  [1633.]  1624.  For  the  purposes  of  this  title— 

[(1)  The  term  ''State"  includes  the  Commonwealth  of  Puerto 
Rico,  the  Northern  Mariana  Islands,  Guam,  American  Samoa, 
the  Trust  Territory  of  the  Pacific  Islands,  the  Virgin  Islands, 
and  the  District  of  Columbia. 

[(2)  The  term  ''Federal  share"  means  the  proportion  of  the 
cost  of  a  medical  facilities  project  which  the  State  Agency 
determines  the  Federal  Government  will  provide  under  allot- 
ment payments  or  a  loan  or  loan  guarantee  under  this  title, 
except  that — 

[(A)  in  the  case  of  a  modernization  project — 
[(i)  described  in  section  1604(b)(2)(B),  and 
[(ii)  the  application  for  which  received  a  waiver 
under  section  1604(b)(2)(A), 
the  proportion  of  the  cost  of  such  project  to  be  paid  by  the 
Federal  Government  under  allotment  payments  or  a  loan 
may  not  exceed  $20,000  and  may  not  exceed  100  per  centum 
of  the  first  $6,000  of  the  cost  of  such  project  and  66^^  per 
centum  of  the  next  $21,000  of  such  cost, 

[(B)  in  the  case  of  a  project  (other  than  a  project  de- 
scribed in  subparagraph  (A))  to  be  assisted  from  an  allot- 
ment made  under  part  B,  the  proportion  of  the  cost  of  such 
project  to  be  paid  by  the  Federal  Government  may  not 
exceed  66^^  unless  the  project  is  located  in  an  area  determined 
by  the  Secretary  to  be  an  urban  or  rural  poverty  area,  in 
which  case  the  proportion  of  the  cost  of  such  project  to  be 
paid  by  the  Federal  Government  may  be  100  per  centum,  and 
[(C)  in  the  case  of  a  project  (other  than  a  project  described 
in  subparagraph  (A))  to  be  assisted  with  a  loan  or  loan 
guarantee  made  under  part  C,  the  principal  amount  of  the 
loan  directly  made  or  guaranteed  for  such  project,  when 
added  to  any  other  assistance  provided  the  project  under 
this  title,  may  not  exceed  90  per  centum  of  the  cost  of  such 
project  unless  the  project  is  located  in  an  area  determined 
by  the  Secretary  to  be  an  urban  or  rural  poverty  area,  in 
which  case  the  principal  amount,  when  added  to  other 
assistance  under  this  title,  may  cover  up  to  100  per  centum 
of  the  cost  of  the  project.] 
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[(3)1  (1)  The  term  ''hospital"  includes  general,  tuberculosis, 
and  other  types  of  hospitals,  and  related  facilities,  such  as  lab- 
oratories, outpatient  departments,  nurses'  home  facilities,  ex- 
tended care  facilities,  facilities  related  to  programs  for  home 
health  services,  self-care  units,  and  central  service  facilities,  op- 
erated in  connection  with  hospitals,  and  also  includes  education 
or  training  facilities  for  health  professional  personnel  operated 
as  an  integral  part  of  a  hospital,  but  does  not  include  any  hospital 
furnishing  primarily  domiciliary  care. 

[(4)]  (2)  The  term  ''public  health  center"  means  a  publicly 
owned  facility  for  the  provision  of  public  health  services,  including 
related  publicly  owned  facilities  such  as  laboratories,  clinics,  and 
administrative  oflSces  operated  in  connection  with  such  a  facility, 

[(5)1  (3)  The  term  "nonprofit"  as  applied  to  any  facility 
means  a  facility  which  is  owned  and  operated  by  one  or  more 
nonprofit  corporations  or  associations  no  part  of  the  net  earnings 
of  which  inures,  or  may  lawfully  inure,  to  the  benefit  of  any  pri- 
vate shareholder  or  individual. 

[(6)1  (4)  The  term  "outpatient  medical  facility"  means  a 
medical  facility  (located  in  or  apart  from  a  hospital)  for  the 
diagnosis  or  diagnosis  and  treatment  of  ambulatory  patients 
(including  ambulatory  inpatients) — 

(A)  which  is  operated  in  connection  with  a  hospital, 

(B)  in  which  patient  care  is  under  the  professional  super- 
vision of  persons  licensed  to  practice  medicine  or  surgery 
in  the  State,  or  in  the  case  of  dental  diagnosis  or  treatment, 
under  the  professional  supervision  of  persons  licensed  to 
practice  dentistry  in  the  State ;  or 

(C)  which  offers  to  patients  not  requiring  hospitalization 
the  services  of  licensed  physicians  in  various  medical  special- 
ties and  which  provides  to  its  patients  a  reasonably  full- 
range  of  diagnostic  and  treatment  services. 

[(7)1  (5)  The  term  "rehabilitation  facility"  means  a  facility 
which  is  operated  for  the  primary  purpose  of  assisting  in  the 
rehabilitation  of  disabled  persons  through  an  integrated  pro- 
gram of — 

(A)  medical  evaluation  and  services,  and 

(B)  psychological,  social,  or  vocational  evaluation  and 
services, 

under  competent  professional  supervision,  and  in  the  case  of 
which  the  major  portion  of  the  required  evaluation  and  services 
is  furnished  within  the  facility;  and  either  the  facility  is  operated 
in  connection  with  a  hospital,  or  all  medical  and  related  health 
services  are  prescribed  by,  or  are  under  the  general  direction  of, 
persons  licensed  to  practice  medicine  or  surgery  in  the  State. 

[(8)1  (6)  The  term  "facility  for  long-term  care"  means  a 
facility  (including  a  skilled  nursing  or  intermediate  care  facility) 
providing  in-patient  care  for  convalescent  or  chronic  disease 
patients  who  required  skilled  nursing  or  intermediate  care  and 
related  medical  services — 

(A)  which  is  a  hospital  (other  than  a  hospital  primarily 
for  the  care  and  treatment  of  mentally  ill  or  tuberculosis 
patients)  or  is  operated  in  connection  with  a  hospital,  or 
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(B)  in  which  such  care  and  medical  services  are  prescribed 
by,  or  are  performed  under  the  general  direction  of,  persons 
licensed  to  practice  medicine  or  surgery  in  the  State. 

[(9)3  (7)  The  term  ''construction"  means  construction  of 
new  buildings  and  initial  equipment  of  such  buildings  and,  in 
any  case  in  which  it  will  help  to  provide  a  service  not  previously 
provided  in  the  community,  equipment  of  any  buildings;  including 
architects'  fees,  but  excluding  the  cost  of  off-site  improvements 
and,  except  with  respect  to  public  health  centers,  the  cost  of  the 
acquisition  of  land. 

i(10)l  (8)  The  term  "cost"  as  applied  to  construction  moderni- 
zation, or  conversion  means  the  amount  found  by  the  Secretary 
to  be  necessary  for  construction,  modernization,  or  conversion, 
respectively,  under  a  project,  except  that,  in  the  case  of  a  moderni- 
zation project  or  a  project  assisted  under  part  D,  such  term  does 
not  include  any  amount  found  by  the  Secretary  to  be  attributable 
to  expansion  of  the  bed  capacity  of  any  facility. 

[(11)3  (9)  The  term  ''modernization"  includes  the  alteration, 
expansion,  major  repair  (to  the  extent  permitted  by  regulations) , 
remodeling,  replacement,  and  renovation  of  existing  buildings 
(including  initial  equipment  thereof),  and  the  replacement  of 
obsolete  equipment  of  existing  buildings. 

[(12)]  (10)  The  term  "title,"  when  used  with  reference  to  a 
site  for  a  project,  means  a  fee  simple,  or  such  other  estate  or 
interest  (including  a  leasehold  on  which  the  rental  does  not 
exceed  4  per  centum  of  the  value  of  the  land)  as  the  Secretary 
finds  sufficient  to  assure  for  a  period  of  not  less  than  twenty-five 
years'  undisturbed  use  and  possession  for  the  purposes  of  con- 
struction, modernization,  or  conversion  and  operation  of  the  proj- 
ect for  a  period  of  not  less  than  (A)  twenty  years  in  the  case  of  a 
project  assisted  under  an  allotment  or  grant  under  this  title,  or 
(B)  the  term  of  repajonent  of  a  loan  made  or  guaranteed  under 
this  title  in  the  case  of  a  project  assisted  by  a  loan  or  loan  guaran- 
tee. 

[(13)1  i^^)  The  term  "medical  facility"  means  a  hospital, 
public  health  center,  outpatient  medical  facilit}^,  rehabilitation 
facility,  facility  for  long-term  care,  or  other  facility  (as  ma}^  be 
designated  by  the  Secretary)  for  the  provision  of  health  care  to 
ambulatory  patients. 

[(14)2  (12)  The  term  "State  Agency"  means  the  State 
health  planning  and  development  agency  of  a  State  designated 
under  title  XV. 

[(15)]  (13)  The  term  "urban  or  rural  poverty  area"  means 
an  urban  or  rural  geographical  area  (as  defined  by  the  Secretary') 
in  which  a  percentage  (as  defined  by  the  Secretary  in  accordance 
with  the  next  sentence)  of  the  residents  of  the  area  have  incomes 
below  the  poverty  level  (as  defined  by  the  Secretary  of  Com- 
merce). The  percentage  referred  to  in  the  preceding  sentence 
shall  be  defined  so  that  the  percentage  of  the  population  of  the 
United  States  residing  in  urban  and  rural  poverty  areas  is — 
(A)  not  more  than  the  percentage  of  the  total  population 
of  the  United  States  with  incomes  below  the  poverty  level 
(as  so  defined)  plus  five  per  centum,  and 
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(B)  not  less  than  such  percentage  minus  five  per  centum. 
E(16)l  {14)  The  term  ''medically  underserved  population" 
means  the  population  of  an  urban  or  rural  area  designated  by 
the  Secretary  as  an  area  with  a  shortage  of  health  facilities  or 
a  population  group  designated  by  the  Secretary  as  having  a 
shortage  of  such  facilities. 

FINANCIAL  statements;  RECORDS  AND  AUDIT 

Sec.  [1634]  1625.  (a)  In  the  case  of  any  facility  for  which  an 
allotment  payment,  grant,  loan,  or  loan  guarantee  has  been  made  under 
this  title,  the  applicant  for  such  payment,  grant,  loan,  or  loan  guarantee 
(or,  if  appropriate,  such  other  person  as  the  Secretary  may  prescribe) 
shall  file  at  least  annually  with  the  State  Agency  for  the  State  in 
which  the  facility  is  located  a  statement  which  shall  be  in  such  form, 
and  contain  such  information,  as  the  Secretary  may  require  to  ac- 
curately show — 

(1)  the  financial  operations  of  the  facility,  and 

(2)  the  costs  to  the  facility  of  providing  health  services  in  the 
facility  and  the  charges  made  by  the  facility  for  providing  such 
services, 

during  the  period  with  respect  to  which  the  statement  is  filed. 

(b)  (1)  Each  entity  receiving  Federal  assistance  under  this  title  shall 
keep  such  records  as  the  Secretary  shall  prescribe,  including  records 
which  fully  disclose  the  amount  and  disposition  by  such  entity  of  the 
proceeds  of  such  assistance,  the  total  cost  of  the  project  in  connection 
with  which  such  assistance  is  given  or  used,  the  amount  of  that  portion 
of  the  cost  of  the  project  supplied  by  other  sources,  and  such  other 
records  as  will  facilitate  an  effective  audit. 

(2)  The  Secretary  and  the  Comptroller  General  of  the  United 
States,  or  any  of  their  duly  authorized  representatives,  shall  have 
access  for  the  purpose  of  audit  and  examination  to  any  books,  docu- 
ments, papers,  and  records  of  such  entities  which  in  the  opinion  of  the 
Secretary  or  the  Comptroller  General  may  be  related  or  pertinent  to 
the  assistance  referred  to  in  paragraph  (1). 

(c)  Each  such  entity  shall  file  at  least  annually  with  the  Secretary 
a  statement  which  shall  be  in  such  form,  and  contain  such  information, 
as  the  Secretary  may  require  to  accurately  show — 

(1)  the  financial  operations  of  the  facility  constructed  or  mod- 
ernized with  such  assistance,  and 

(2)  the  costs  to  such  facility  of  providing  health  services  in 
such  facility,  and  the  charges  made  for  such  services,  during  the 
period  with  respect  to  which  the  statement  is  filed. 

technical  ASSISTANCE 

Sec.  [1635.3  1626.  The  Secretary  shall  provide  (either  through  the 
Department  of  Health,  Education,  and  Welfare  or  by  contract)  all 
necessary  technical  and  other  nonfinancial  assistance  to  any  public 
or  other  nonprofit  entity  which  is  eligible  to  apply  for  assistance 
under  this  title  to  assist  such  entity  in  developing  applications  to  be 
submitted  to  the  Secretary  under  section  [1604.]  1621.  The  Secre- 
tary shall  make  every  effort  to  inform  eligible  applicants  of  the  avail- 
ability of  assistance  under  this  title. 
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ENFORCEMENT  OF  ASSURANCES 

Sec.  1627.  The  Secretary  shall  investigate  and  ascertain,  on  a  periodic 
basis,  with  respect  to  each  entity  which  is  receiving  financial  assistance 
under  this  title  or  which  has  received  financial  assistance  under  title  VI 
or  this  title,  the  extent  of  compliance  by  such  entity  with  the  assurances 
required  to  be  made  at  the  time  such  assistance  was  received.  If  the  Secre- 
tary finds  that  such  an  entity  has  jaiUd  to  comply  with  any  such  assur- 
ance, the  Secretary  shall  report  such  noncompliance  to  the  health  systems 
agency  jor  the  health  service  area  in  which  such  entity  is  located  and  the 
State  health  planning  and  development  agency  of  the  State  in  which 
the  entity  is  located  and  shall  take  any  action  authorized  by  law  (including 
an  action  for  specific  performance  brought  by  the  Attorney  General  upon 
request  of  the  Secretary)  which  will  effect  compliance  by  the  entity  with 
such  assurances.  An  action  to  effectuate  compliance  with  any  such 
assurance  may  be  brought  by  a  person  other  than  the  Secretary  only  if  a 
complaint  has  been  filed  by  such  person  with  the  Secretary  and  the  Secre- 
tary has  dismissed  such  complaint  or  the  Attorney  General  has  not  brought 
a  civil  action  for  compliance  with  such  assurance  within  6  months  after 
the  date  on  which  the  complaint  was  filed  with  the  Secretary. 

Part  [FJ  D — Area  Health  Services  Development  Funds 
development  grants  for  area  health  services  development 

FUNDS 

Sec.  1640.  (a)  The  Secretary  shall  make  in  each  fiscal  year  a  grant 
to  each  health  systems  agency — 

(1)  with  which  there  is  in  effect  a  designation  agreement  under 
section  1515(c), 

(2)  which  has  in  effect  an  HSP  and  AIP  reviewed  by  the  State- 
wide Health  Coordinating  Council,  and 

(3)  which,  as  determined  under  the  review  made  under  sec- 
tion 1535(c),  is  organized  and  operated  in  the  maimer  prescribed 
by  section  1512(b)  and  is  performing  its  functions  under  section 
1513  in  a  manner  satisfactory  to  the  Secretary, 

to  enable  the  agency  to  establish  and  maintain  an  Area  Health  Serv- 
ices Development  Fund  from  which  it  may  make  grants  and  enter 
into  contracts  in  accordance  with  section  1513(c)(3). 

(b)  (1)  Except  as  provided  in  paragraph  (2),  the  amount  of  any 
grant  under  subsection  (a)  shall  be  determined  by  the  Secretary  after 
taking  into  consideration  the  population  of  the  health  service  area 
for  which  the  health  systems  agency  is  designated,  the  average  family 
income  of  the  area,  and  the  supply  of  health  services  in  the  area. 

(2)  The  amount  of  any  grant  under  subsection  (a)  to  a  health 
systems  agency  for  any  fiscal  year  may  not  exceed  the  product  of 
$1  and  the  population  of  the  health  service  area  for  which  such  agency 
is  designated. 

(c)  No  grant  may  be  made  under  subsection  (a)  unless  an  applica- 
tion therefor  has  been  submitted  to,  and  approved  by,  the  Secretary. 
Such  an  application  shall  be  submitted  in  such  form  and  manner  and 
contain  such  information  as  the  Secretary  may  require. 

(d)  For  the  purpose  of  making  payments  pursuant  to  grants  under 
subsection  (a),  there  are  authorized  to  be  appropriated  $25,000,000 
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for  the  fiscal  year  ending  June  30,  1975,  $75,000,000  for  the  fiscal  year 
ending  June  30,  1976,  [and]  $120,000,000  each  for  the  fiscal  years 
ending  September  30,  1977,  and  September  30,  1978  $120,000,000 
jor  the  fiscal  year  ending  September  30,  1979,  $150,000,000  for  the  fiscal 
year  ending  September  30,  1980,  and  $150,000,000  jor  the  fiscal  year 
ending  September  30,  1981. 


XrV.  Appendix 
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TITLE  I— REVISION  OF  HEALTH  PLANNING 
AUTHORITY 

REVIHWN  AND  REPORTING  ON  NATIONAL  GUIDELINES  FOR 
HEALTH  PLANNING 

Sec.  101.  (a)(1)  Section  15()1  is-  amen/Ud  (A)  by  striking  out  "and 
sluiM,  an  tie  dyeeran  approj/n/ite,  by  regyJ/Uiofh  ret/i/ie  svxh  rjv/i/hlines^'  in 
subsecti/m  (a),  and  (B)  by  a/]/Lin(j  ajt^/r  subsection  (c)  the  joUovnrtg : 

"(d)  The  Secretary  sh/dl,  on  an  annu/d  basics,  revuv)  tlbe  standards  and 
goals  incbided  in  tlie  gv/i/Uiirves  wsv/idy  uruhr  subsection  (a).  In  con- 
ducting sux^h  a  rejmv:,  the  Secref/iry  sluiU  reimv)  five  health  systems  plans 
ari/l  oMnuM  irnplernent/ition  plan^  oj  health  systeras  agencies  and  State 
health  pl/ms.  If  the  Secret/iry  proposes  to  reime  agui/MirhC  i^ssued  under  sub- 
section, (a),  foe  sh/dl  raake  suxh  revi^sion  by  regulations  promulagted  in 
accord/mce  vnth  section  '563  of  title  5,  Un/deA  St/ites  Cod^e. 

"(e)(1)  The  Secref/iry  sfi/di  collect  d/d/i  to  d/Mrraine  'whether  the  health 
care  delivery  systems  raeet  or  are  cli/mging  to  meet  the  starulards  and  goals 
inclu/led  in  the  guidelines  issued  uruler  subsecti/)n  (a)  and  to  d^eMrmine 
the  personnel,  jacilii/t/'.s,  and  other  resources  needed  to  meet  such  stari/J/irds 
and  goals.  Tloe  SecreMry  sludl  prescribe  (A)  tloe  manner  in  v)hich  suxh 
d/Lt/i  shdl  be  assembled  and  reported  to  the  SecreMry  by  health  systems 
agencies,  Sf.oM  health  pUmning  and  development  agencies,  and.  other 
entitijis,  and.  (B)  the  d.efinitions  ujhich  shall  be  used  by  suxh  agencies  and 
entit/Us  in  assembliag  and  reporting  sux^h  data. 

"(2)  The  Secretary  sh/dl  jrom  the  dat/i  collected  under  paragraph  (1) 
period/kally  make  publi/:  a  (A)  statement  oj  the  relationship  betv)een 
such  sta/nd/irds  and  goals  and  the  status  oj  the  supply,  distribution, 
and  organization  of  health  resources  vnth  respect  to  which  s'och  standards 
and  goals  v:ere  est/dd/i/ihed,  an/l  (B)  summary  oj  cii/inges  {either  through 
add/Uions  or  reductions)  in.  resources  n.eed.ed.  to  meet  such  standards  and 
goals. '\ 

(2)  S'ldjsect.ion  (c)  oj  section  15(Jl  is  amended,  by  striking  out  "In.  i/isuing 
guidelines  nmder  subsection  (a)  the  Secret/iry  shall"  and  inserting  in  li.eu 
thereoj  "At  least  J/j  days  bejore  the  initi/d  publication  oj  a  regulati/m 
proposing  a  gui/leline  under  subsection  (a)  or  a  revision  under  subsection 
(d)  of  such  a  gui/leline,  the  Secretary  sfudl,  with  respect  to  such  proposed 
gui/leline  or  revision,". 

(b)(1)  Section  15 13 (b)(1)  is  amended  by  adding  ajter  and  belov:  sub- 
paragraph (F)  the  follovnng: 

"The  agency  shall  also  assemble  and.  report  to  the  Secretary  such  data 
(including  data  on.  the  personnel,  jaciliti/.s,  and.  other  resources  needed 
to  meet  the  goals  set  jorth  in  the  agency'' s  health  system  plan)  as  the  Sec- 
retary may  require  to  carry  out  hi/i  resjjonsibilities  under  section  1501(e). 
The  Secret/iry  may  not  require  the  assembling  and.  reporting  oj  data  under 
this  paragraph  V)hwh  is  regul/iraly  collected  by  any  entity  oj  the  Depart- 
ment of  Health,  Education,  and.  Welfare  under  a  provision  of  lav)  other 
tiuin  this  title.". 

(2)  Section  1522(b)(l(J)  is  amended  by  inserting  ajter  "require  the 
Stat/,  agency  to"  the  jollovri.ng:  "(A)  assemble  and  report  to  the  Secretary 
daf/i  (other  fli/m  data  ir.hich  is  regularly  coUecfed.  by  any  entity  oj  the 
Department  oj  Health,  Education,  and  Weljare  under  a  provision  oj  lav) 
other  than  this  title)  which  the  Secretary  may  require  to  carry  out  his  re- 
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sponsibilities  under  section  1501(e),  including  data  on  the  personnel, 
facilities,  and  other  resources  needed  to  meet  the  goals  set  forth  in  the 
S  ate  health  plan,  and  {By\ 

NATIONAL  HEALTH  PRIORITIES 

Sec.  102.  Section  1602  is  amended  by  adding  at  the  end  the  jollowing: 
'[{11)  The  discontinuance  oj  duplicative  or  unneeded  services  and 
facilities. 

_  "  (12)  The  adoption  of  policies  which  will  (A)  contain  the  rapidly 
rising  costs  of  health  care  delivery,  (B)  insure  more  appropriate  use 
of  health  care  services,  and  (C)  promote  greater  efficiency  in  the 
health  care  delivery  system.''. 

DESIGNATION  OF  HEALTH  SERVICE  AREAS 

Sec.  103.  (a)  The  first  sentence  of  section  1511(b)(4)  '^s  amended  by 
striking  out  "if  he  determines  that  a  boundary  for  a  health  service  area  no 
longer  meets  the  requirements  of  subsection  (a) ,  he  may  revise  the  bound- 
aries'' and  inserting  in  lieu  thereof  the  following:  "if  he  determines, 
after  providing  reasonable  opportunity  for  a  public  hearing — 

"(A)  that  a  health  service  area  does  not  meet  the  requirement  of 
paragraph  (1)  of  subsection  (a)  relating  to  elective  planning  and 
development  of  health  services,  and 

"(B)  revision  of  the  boundaries  would  establish  an  area  which 
meets  such  requirement  and  which  better  meet^  at  least  one  other 
requirement  of  such  subsection,  he  may  revise  the  boundaries.". 

(b)  Section  1511(c)  is  repealed. 

(c)  The  last  sentence  of  section  1511(a)  is  amended  by  striking  out 
"each  State"  and  inserting  in  lieu  thereof  "any  State". 

(d)  (1)(A)  Section  1536(a)  is  amended  by  inserting  "the  Commonwealth 
of  Puerto  Rico,"  before  "the  Virgin  Islands". 

(B)  Section  1531(1)  is  amended  by  striking  out  "and  the  Common- 
wealth of  Puerto  Rico". 

(2)  The  amendments  made  by  paragraph  (1)  shall  apply  on  and  after 
the  date  the  designation  agreements  (under  section  1515  of  the  Public 
Health  Service  Act)  in  effiect  on  the  date  of  the  enactment  of  this  Act  for 
the  health  systems  agencies  in  the  Commonwealth  of  Puerto  Rico  expire. 

DESIGNATION  OF  HEALTH  SYSTEMS  AGENCIES 

Sec.  104.  (a)  Section  1515(b)(4)  is  amended  by  striking  out  the  last 
sentence  and  inserting  in  lieu  thereof:  "In  considering  such  applications, 
the  Secretary  shall  give  priority  to  any  application  which  has  been 
recommended  by  a  Governor  for  approval.  When  the  Secretary  enters  into 
an  agreement  with  an  entity  under  paragraph  (i),  the  Secretary  shall 
notify  the  Governor  of  the  State  in  which  such  entity  is  located  of  such 
agreement." 

(b)  The  last  sentence  of  section  1515(c)(2)  is  amended  to  read  as 
follows:  "In  considering  such  applications,  the  Secretary  shall  give 
priority  to  any  application  which  has  been  recommended  by  a  Governor 
for  approval." . 

(c)  Section  1515(c)  is  amended  by  adding  after  paragraph  (3)  the 
following: 

"(4)  Before  renewing  an  agreement  with  a  health  systems  agency  under 
this  subsection,  the  Secretary  shall  provide  the  State  health  planning  and 
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development  agency  of  the  State  in  which  the  health  systems  agency  is 
located  an  opportunity  to  comment  on  the  performance  of  such  agency  and 
and  to  provide  a  recommendation  on  whether  such  agreement  should  be 
renewed  and  whether  its  renewal  should  be  made  subject  to  conditions  as 
authorized  by  paragraph  (3) . 

"(5)  If  the  Secretary  enters  into  an  agreement  under  this  subsection 
with  an  entity  or  renews  such  an  agreement,  the  Secretary  shall  notify  the 
Governor  of  the  State  in  which  such  entity  is  located  of  the  agreement,  its 
renewal,  and,  if  any  conditions  have  been  imposed  under  paragraph  {3), 
such  conditions. ''\ 

(d)  {l)  Paragraphs  (1)  and  (3)  of  section  1515(c)  are  each  amended  by 
striking  out  'Hwelve  months''  and  inserting  in  lieu  thereof  "thirty-six 
months". 

{2)  Section  1515(c)(1)  is  amended — 

(A)  by  inserting  "(A)"  after  "(c)(iy\ 

(B)  by  redesignating  subparagraphs  (A)  and  (B)  as  clauses  (i) 
and  (ii) ,  respectively, 

(C)  by  amending  clause  (ii)  (as  so  redesignated)  to  read  as  follows: 
"(ii)  by  the  Secretary  if  the  Secretary  determines,  in  accordance 

with  subparagraph  (B),  that  the  entity  is  not  complying  with  the 
provisions  of  such  agreement",  and 

(D)  by  adding  at  the  end  the  following: 

"(B)  Before  the  Secretary  may  terminate,  under  subparagraph  (A)(ii), 
an  agreement  with  an  entity  for  designation  as  the  health  systems  agency  for 
a  health  service  area,  the  Secretary  shall — 

"(i)  consult  with  the  Governor  and  the  Statewide  Health  Coordi- 
nating Council  of  each  State  in  which  is  located  the  health  service 
area  respecting  the  proposed  termination, 

"(ii)  give  the  entity  notice  of  the  intention  to  terminate  the  agree- 
ment and  in  the  notice  specify  with  particularity  (I)  the  basis  for 
the  determination  of  the  Secretary  that  the  entity  is  not  in  compliance 
with  the  agreement,  and  (II)  the  actions  that  the  entity  should  take 
to  come  into  compliance  with  the  agreement,  and 

"(Hi)  provide  the  entity  with  a  reasonable  opportunity  for  a 
hearing,  before  an  oificer  or  employee  of  the  Department  of  Health, 
Education,  and  Welfare  designated  for  such  purpose,  on  the  matter 
specified  in  the  notice.". 
(3)  The  amendments  made  by  paragraphs  (1)  and  (2)  shall  take  effect 
with  respect  to  designation  agreements  entered  into  under  section  1515(c) 
of  the  Public  Health  Service  Act  after  the  date  of  the  enactment  of  this  Act. 

(e)  Section  1515(c)  (as  amended  by  subsection  (d))  is  amended  by 
adding  after  clause  (ii)  of  paragraph  (1)  (A)  the  following:  "A  designa- 
tion agreement  under  this  subsection  may  be  terminated  by  the  Secretary 
before  the  expiration  of  its  term  if  the  health  service  area  with  respect  to 
which  the  agreement  was  entered  into  is  revised  under  section  1511(b)(4) 
and  the  Secretary  determines,  after  consultation  with  the  Governor  of  each 
State  in  which  the  health  service  area  (as  revised)  is  located,  that  the  health 
systems  agency  designated  under  such  agreement  cannot  effectively  carry 
out  the  agreement  for  the  area  (as  revised)  .  In  terminating  an  agreement 
under  the  preceding  sentence,  the  Secretary  shall  provide  that  the  termina- 
tion shall  not  take  effect  before  an  agreement  for  the  designation  of  a  new 
agency  takes  effect  and  shall  provide  the  agency  designated  under  the 
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agreement  to  he  terminated  an  opportunity  to  terminate  its  ajffairs  in  a 
satisfactory  manner  J  \ 

(J)  Section  1514  amended  (1)  by  striking  out  "under  section  314(b) 
or  title  IX  or",  and  {2)  by  striking  out  "304"  cbnd  inserting  in  lieu 
thereof  "305". 

LIMITS  ON  DESIGNATED  AGENCIES 

Sec.  105.  Section  15 15  (c)  (3)  is  amended  by  adding  at  the  end  thereof 
the  following :  "If  the  Secretary  determines  that  a  health  systems  agency 
has  not  so  fulfilled  such  functions  or  does  not  continue  to  meet  such  re- 
quirements, the  Secretary  may  renew  a  designation  agreement  for  such 
agency  under  such  conditions  as  the  Secretary  determines  appropriate, 
including  conditions  which  limit  the  functions  which  the  agency  would  be 
authorized  to  perform  or  the  amount  the  agency  may  receive  under  a  grant 
under  section  1516." . 

PLANNING  GRANTS 

Sec.  106.  (a)  Section  1516  is  amended  by  redesignating  subsection  (c) 
as  subsection  (d)  and  by  striking  out  subsection  (b)  and  by  striking  out 
subsection  (6)  and  inserting  in  lieu  thereof  the  following : 

"(b)  The  amount  of  any  grant  under  subsection  (a)  to  a  health  systems 
agency  designated  under  section  1515(b)  shall  be  determined  by  the 
Secretary. 

"(c)(1)  Except  as  provided  in  paragraphs  (2)  and  (3),  the  amount  of 
a  grant  under  subsection  (a)  to  a  health  systems  agency  designated  under 
section  1515(c)  shall  be  the  greater  of  the  amount  determined  under  sub- 
paragraph (A),  (B),  or  (C)  as  follows  : 

"(A)  The  amount  of  a  grant  to  a  health  systems  agency  shall  be 
the  lesser  of — 

"(i)  if  the  population  of  the  health  service  area  for  which 
the  agency  is  designated — 

"(I)  is  not  over  one  million,  the  product  of  %0.70  and 
the  population  of  such  area, 

"(II)  is  over  one  million  but  not  over  two  million,  the 
sum  of  $700,000  and  the  product  of  $0.50  and  the  popula- 
tion of  such  area  which  is  over  one  million,  or 

"(III)  is  over  two  million,  the  sum  of  $1,200,000  and 
the  product  of  $0.30  and  the  population  of  such  area 
which  is  over  two  million,  or 
"(ii)  $3,750,000. 
"(B)(i)  If  the  application  of  the  health  systems  agency  for  such 
grant  contains  assurances  satsifactory  to  the  Secretary  that  the 
agency  will  expend  or  obligate  in  the  period  in  which  such  grant  will 
be  available  for  obligation  non-Federal  funds  meeting  the  reguire- 
ments  of  clause  (ii)  for  the  purposes  for  which  such  grant  may  be 
made,  the  amount  of  such  grant  shall  be  the  sum  of — 

"(I)  the  amount  determined  under  subparagraph  (A)  or  (C) , 
whichever  is  applicable,  and 

"(II)  the  lesser  of  the  amount  of  such  non-Federal  funds  with 
respect  to  which  the  assurances  were  made,  or  the  product  of 
$0.25  and  the  population  of  the  health  service  area  for  which  the 
agency  is  designated, 
"(ii)  The  non-Federal  funds  which  an  agency  may  use  for  the 
purpose  of  obtaining  a  grant  under  subsection  (a)  which  is  computed 
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on  the  basis  of  the  formula  prescribed  by  clause  (i)  shall  be  funds 
which  are  not  paid  to  the  agency  for  the  performance  of  particular 
services  by  it  and  which  are  otherwise  contributed  to  the  agency 
without  conditions  as  to  their  use  other  than  the  condition  that  the 
funds  shall  be  used  for  the  purposes  for  which  a  grant  made  under  this 
section  may  be  used. 

"(C)  The  amount  of  a  grant  to  a  health  systems  agency  may  not  be 
less  than — 

'^(i)  $200,000  in  the  case  of  a  grant  made  in  the  fiscal  year 
ending  September  30,  1979, 

''(ii)  $215,000  in  the  case  of  a  grant  made  in  the  fiscal  year 
ending  September  30,  1980,  and 

''(Hi)  $230,000  in  the  case  of  a  grant  made  in  any  succeeding 
fiscal  year. 

"(2)  The  amount  of  a  grant  to  a  health  systems  agency  which  is  subject 
to  a  condition  imposed  by  the  Secretary  under  section  1515(c)(3)  shall  be 
determined  in  accordance  with  such  condition. 

"(3)  If  the  Secretary  determines,  after  review  of  the  budget  of  a  health 
systems  agency,  that  the  amount  of  a  grant  which  is  to  be  made  to  the 
agency  in  accordance  with  paragraph  (1)  is  in  excess  of  the  amount 
needed  by  the  agency  to  adequately  perform  its  functions  under  its  desig- 
nation agreement,  the  amount  of  the  grant  to  the  agency  shall  be  such 
amount  as  the  Secretary  determines  the  agency  needs  for  the  performance 
of  such  functions. '\ 

(b)  Subsection  (d)  (as  so  redesignated)  is  amended  by  striking  out 
paragraph  (2)  and  inserting  in  lieu  thereof  the  following: 

''(2)  Of  the  amount  appropriated  under  paragraph  (1)  for  any  fiscal 
year,  the  Secretary  may  use  not  more  than  5  per  centum  of  such  amount 
to  increase  the  amount  of  a  grant  in  such  fiscal  year  to  a  health  systems 
agency  under  subsection  (a)  to  assist  the  agency  in  meeting  extraordinary 
expenses  (including  extraordinary  expenses  resulting  from  the  agency^ s 
health  systems  area  being  located  in  more  than  one  State  or  from  the 
agency  serving  a  large  health  service  area)  which  would  not  be  covered 
under  the  amount  of  the  grant  that  would  be  available  to  the  agency  under 
subsection  (c). 

"(3)  Notwithstanding  subsection  (c)(1),  if  the  total  of  the  grants 
to  be  made  in  any  fiscal  year  to  health  systems  agencies  designated  under 
section  1515(c)  exceeds  the  total  of  the  amounts  appropriated  under 
paragraph  (1)  for  such  grants  in  such  fiscal  year  (reduced  by  the  amount 
retained  by  the  Secretary  for  use  under  paragraph  (2)),  the  amount  of 
the  grant  to  be  made  in  such  fiscal  year  to  each  such  health  systems  agency 
which  but  for  this  paragraph  would  have  its  grant  amount  determined 
under  subparagraph  (A)  or  (B)  of  subsection  (c)(1)  shall  be  an  amount 
which  bears  the  same  ratio  to  the  grant  amount  prescribed  for  such 
agency  in  such  fiscal  year  by  such  subparagraph  as  the  total  of  the 
amounts  appropriated  under  paragraph  (1)  for  that  fiscal  year  (as  so 
reduced)  bears  to  the  total  amount  required  to  make  grants  to  all  such 
agencies  in  accordance  with  subparagraphs  (A)  and  (B)  of  subsection 
(c)(1). '\  , 

(c)  The  second  sentence  of  section  1516(a)  is  amended  by  inserting 
''(including  submission  of  the  health  systems  agency^ s  budget)' '  after 
"such  conditions' \ 
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CARRYOVER  OF  GRANT  FUNDS 

Sec.  107.  {a){l)  The  second  sentence  of  section  1516(a)  is  amended 
by  striking  out  and  shall  he  available  for  obligation''  and  all  that 
follows  in  such  sentence  and  inserting  in  lieu  thereof  a  period. 

{2)  Such  section  is  amended  by  inserting  after  the  second  sentence  the 
following:  "Funds  under  a  grant  which  remain  available  for  obligation 
at  the  end  of  the  fiscal  year  in  which  the  grant  has  been  made  shall  remain 
available  for  obligation  in  the  succeeding  fiscal  year,  except  that  (1)  no 
funds  under  any  grant  to  an  agency  may  be  obligated  in  any  period  in 
which  a  designation  agreement  is  not  in  effect  for  such  agency,  and 
(2)  notwithstanding  clause  (1),  a  grant  made  to  a  conditionally  desig- 
nated entity  with  which  the  Secretary  will  not  enter  into  a  designation 
agreement  under  section  1515(c)  shall  be  available  for  obligation  for  such 
additional  period  as  the  Secretary  determines  such  entity  will  require  to 
satisfactorily  terminate  its  activities  under  the  agreement  for  its  condi- 
tional designation.'' 

(b)  The  second  sentence  of  section  1525(a)  is  amended  to  read  as 
follows:  "Funds  under  a  grant  which  remain  available  for  obligation  at 
the  end  of  the  fiscal  year  in  which  the  grant  has  been  made  shall  remain 
available  for  obligation  in  the  succeeding  fiscal  year,  but  no  funds  under 
any  grant  to  a  State  Agency  may  be  obligated  in  any  period  in  which  a 
designation  agreement  is  not  in  effect  for  such  State  Agency." . 

(c)  Section  1526(c)  is  amended  (1)  by  striking  out  "(1)  such  a  grant" 
and  all  that  follows  through  "(2)",  and  (2)  by  inserting  at  the  end  the 
following:  "Funds  under  a  grant  which  remain  available  for  obligation 
at  the  end  of  the  fiscal  year  in  which  the  grant  has  been  made  shall  remain 
available  for  obligation  in  the  succeeding  fiscal  year,  but  no  funds  under 
any  grant  to  a  State  Agency  may  be  obligated  in  any  period  in  which  a 
designation  agreement  is  not  in  effect  for  such  State  Agency.". 

MEMBERSHIP  REQUIREMENTS 

Sec.  108.  (a)(1)  Section  1512(b)  (3)  (C)  (i)  is  amended  (A)  by  striking 
out  "and  racial  populations,"  and  inserting  in  lieu  thereof  ",  and  racial 
populations  and",  (B)  by  striking  out  the  comma  after  "health  service 
area",  and  (C)  by  inserting  before  the  period  "(including  labor  organi- 
zatxons) ' ' 

(2)  The  first  sentence  of  section  1512(b)  (3)  (C)(ii)  is  amended  (A)  by 
striking  out  "residents  of"  and  inserting  in  lieu  thereof  "residents  of,  or 
have  their  principal  place  of  business  in,",  and  (B)  by  striking  out 
subclasses  (II),  (III),  (IV),  and  (V)  and  inserting  in  lieu  thereof  the 
following:  "(II)  hospitals  and  other  health  care  institutions  (such  as 
facilities  for  long-term  care  and  health  maintenance  organizations), 
(III)  if  the  health  service  area  contains  one  or  more  accredited  schools  of 
medicine,  the  dean  of  at  least  one  such  school,  (IV)  health  professional 
schools  (other  than  schools  of  medicine  if  such  schools  are  represented 
pursuant  to  subclause  (III)),  (V)  the  allied  health  professions,  (VI) 
health  care  insurers,  and  (VII)  other  providers  of  health  care  as  defined 
in  section  1531(3).". 

(3)  The  second  sentence  of  section  1512(b)(3)(C)  (it)  is  amended  (A) 
by  striking  out  "one-third"  and  inserting  in  lieu  thereof  "one-half",  and 
(B)  by  inserting  before  the  period  at  the  end  of  the  following:  "and  of 
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such  direct  providers  of  health  care,  at  least  one  shall  be  a  person  engaged 
in  the  administration  of  a  hospital. 

(b)  (1)  Section  1512(b)(3)(C)  (Hi)  is  amended  by  redesignating  sub- 
clauses (II)  and  (III)  as  subclauses  (III)  and  (IV),  respectively,  and 
by  striking  out  subclause  (I)  and  inserting  in  lieu  thereof  the  following  : 

"(I)  include  (either  through  consumer  or  provider 
members)  public  elected  officials  and  other  representatives  of 
general  purpose  local  governments  in  the  agency's  health 
service  area, 

"(II)  include  (either  through  consumer  or  provider 
members)  representatives  of  public  and  private  agencies  in 
the  area  concerned  with  health,' \ 

(2)  Subclause  (III)  (as  so  redesignated)  of  such  section  is  amended  (A) 
by  striking  out  "is  equal''  and  inserting  in  lieu  thereof  "is  at  least  equal", 
and  (B)  by  striking  out  "and"  at  the  end. 

(3)  Such  section  is  amended  by  striking  out  subclause  (IV)  (as  so  re- 
designated) and  inserting  in  lieu  thereof  the  following: 

"(IV)  if  the  health  systems  agency  serves  an  area  in 
which  there  is  located  one  or  more  hospitals  or  other  health 
care  facilities  of  the  Veterans'  Administration,  include,  as 
an  ex  officio  member,  an  individual  whom  the  Chief 
Medical  Director  of  the  Veterans'  Administration  shall 
have  designated  for  such  purpose,  and 

"(V)  if  the  agency  serves  an  area  in  which  there  is 
located  one  or  more  qualified  health  maintenance  organiza- 
tions (within  the  meaning  of  section  1310),  include  at  least 
one  member  who  is  representative  of  such  organizations". 

(c)  Section  1512(b)(3)(C)  is  amended  by  inserting  after  and  below 
clause  (iv)  the  following  : 

"A  member  of  a  governing  body  or  other  entity  appointed  pursuant  to 
clause  (Hi)  (IV)  shall  not  be  considered  in  determining  the  number  of 
members  of  the  governing  body  for  purposes  of  the  numerical  limit  pre- 
scribed by  subparagraph  (A).". 

(d)  (1)  Section  1512(b)  (3)  (C)(i)  is  amended  by  striking  out  "who  are 
not  (nor  within  the  twelve  months  preceding  appointed  been)  providers  of 
health  care"  and  inserting  in  lieu  thereof  ^^who  are  not  providers  of  health 
care  and  have  not  within  the  twelve  months  preceding  appointment  been 
direct  providers  of  health  care  (as  defined  in  section  1531  (3)  (A))". 

(2)  Section  1531  (3)  is  amended  to  read  as  follows  : 

"(3)  The  term  'provider  of  health  care'  means  an  individual — 

"(A)  who  is  a  direct  provider  of  health  care  (including  a  physician, 
dentist,  nurse,  podiatrist,  optometrist,  physician  assistant,  or 
ancillary  personnel  employed  under  the  supervision  of  a  physician) 
in  that  the  individual's  primary  current  activity  is  the  provision 
of  health  care  to  individuals  or  the  administration  of  facilities  or 
institutions  (including  hospitals,  long-term  care  facilities,  substance 
abuse  treatment  facilities,  outpatient  facilities,  and  health  main- 
tenance organizations)  in  which  such  care  is  provided  and,  when 
required  by  State  law,  the  individual  has  received  professional 
training  in  the  provision  of  such  care  or  in  such  administration  and 
is  licensed  or  certified  for  such  provision  or  administration; 

"(B)  who  holds  a  fiduciary  position  with,  or  has  a  fiduciary 
interest  in,  any  entity  described  in  clause  (ii)  or  (iv)  of  subpara- 
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graph  (C)  other  than  an  entity  described  in  such  clause  which  is 
also  an  entity  described  in  section  SOI  (c)  (3)  of  the  Internal  Revenue 
Code  of  195 4-  and  which  does  not  have  as  its  primary  purpose  the 
delivery  of  health  care,  the  conduct  of  research,  the  conduct  of  in- 
struction for^  health  professionals,  or  the  production  of  drugs  or 
articles  described  in  clause  {Hi)  of  subparagraph  (C); 

"(C)  who  receives  {either  directly  or  through  his  spouse)  more 
than  one-tenth  of  his  gross  annual  income  from  any  one  or  com- 
bination of — 

_  '\i)  fees  or  other  compensation  for  research  into  or  instruc- 
tion in  the  provision  of  health  care, 

"{ii)  entities  engaged  in  the  provisions  of  health  care  or  in 
research  or  instruction  in  the  provision  of  health  care, 

"{Hi)  producing  or  supplying  drugs  or  other  articles  for 
individuals  or  entities  for  use  in  the  provision  of  or  in  research 
into  or  instruction  in  the  provision  of  health  care,  or 

"{iv)  entities  engaged  in  producing  drugs  or  such  other 
articles; 

"{D)  who  is  the  spouse  of  an  individual  described  in  subpara- 
graph {A),  {B),  or  {C);^or 

"{E)  who  is  engaged  in  issuing  any  policy  or  contract  of  individual 
or  group  health  insurance  or  hospital  or  medical  service  benefits.'\ 
{e)  Section  1512{b){3){C){iv)  is  amended  by  adding  before  the  period 
at  the  end  a  comma  and  the  following  "except  that  appointments  shall 
be  made  to  such  subcommittees  and  groups  in  such  a  manner  that  a 
majority  of  their  members  shall  be  consumers  of  health  care^\ 

GOVERNING  BODY  SELECTION 

Sec.  109.  Section  1512 {b)  {3)  is  amended  by  adding  after  subparagraph 
{(J)  the  following  new  subparagraph: 

"{D)  Selection. — Each  health  system  agency  shall  establish  a 
process  for  the  selection  of  the  members  of  its  governing  body  which 
process  is  designed  to  assure  that  {i)  such  members  are  selected  in 
accordance  with  the  requirements  of  subparagraph  {C),  {ii)  there 
is  the  opportunity  for  broad  participation  in  such  process  by  the 
residents  of  the  health  service  area  of  the  agency,  {Hi)  the  partici- 
pation of  such  residents  ivill  be  encouraged  and  facilitated,  and 
{iv)  nominations  and  selections  for  at  least  one-half  of  the  consumer 
members  and  one-half  of  the  provider  members  on  the  governing  body 
will  not  be  made  by  the  governing  body.  Each  agency  shall  make 
public  such  process  and  report  it  to  the  Secretary.^' 

RESPONSIBILITIES  OF  GOVERNING  BODIES 

Sec.  110.  {a)  Section  1512(b)  {3)  {B){i)  is  amended  to  read  as  follows: 
"{i)  shall  be  responsible  for — 

"{I)  the  internal  affairs  of  the  health  systems  agency, 
including  matters  relating  to  the  staff  of  the  agency  and  the 
agency's  budget,  except  that  the  governing  body  for  health 
planning  of  an  agency  which  is  a  public  region 
body  or  unit  of  general  local  government  shall  not  be  re- 
sponsible for  the  establishment  of  personnel  rules  and 
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practices  for  the  staff  of  the  agency  or  for  the  agency's 
budget  unless  authorized  by  the  planning  body  or  unit  of 
government,  and 

procedures  and  criteria  developed  and  published 
pursuant  to  section  1532  and  applicable  to  its  functions 
under  subsections  (e),  (/),  and  (g)  of  section  1513 

(b)  Section  1512(b)  (3)  (A)  is  amended  (1)  by  striking  out  "have  a 
governing  body  for  health  planning,  which  is  established  in  accordance 
with  subparagraph  (C)/'  and  inserting  in  lieu  thereof  "appoint  a  gov- 
erning body  for  health  planning  in  accordance  with  subparagraph  {Cy\ 
and  {2)  by  striking  out  "not  more  than  twenty-five  members''  and  inserting 
in  lieu  thereof  "not  less  than  ten  members  and  of  not  more  than  thirty 
members" . 

(c)  Section  1512(b)  (3)  {B){ii)  is  amended  by  inserting  before  the  semi- 
colon a  comma  and  the  following:  "except  that  each  such  plan  for  a  health 
systems  agency  described  in  subparagraph  (B)  or  (C)  of  paragraph  (1) 
shall  be  subject  to  the  approval  of  the  public  regional  planning  body  or 
unit  of  general  local  government  which  is  the  health  systems  agency". 

(d)  Section  1512(b)(3)(B)  (Hi)  is  amended  by  striking  out  "(g),  and 
(h) ' '  and  inserting  in  lieu  thereof ' 'and  (g)". 

MEETINGS  AND  RECORDS 

Sec.  hi.  (a)  Section  1512(b)  (3)  (B)(viii)  is  amended  (1)  by  striking 
out  "business  meetings"  and  inserting  in  lieu  thereof  "business  meetings 
(other  than  those  parts  of  meetings  which  involve  matters  respecting  person- 
nel of  the  agency)",  and  (2)  by  striking  out  "records  and  data"  and  insert- 
ing in  lieu  thereof  "records  and  data  (other  than  records  and  data  on  the 
personnel  of  the  health  systems  agency) ". 

(b)  Section  1512(b)  (6)  is  amended  by  redesignating  subparagraphs  (A), 
(B),  and  (C)  as  subparagraphs  (B),  (C),  and  (D)  and  by  adding  before 
subparagraph  (B)  (as  so  redesignated)  the  following : 

"(A)  provide  that  any  executive  committee  of  the  agency  and  any 
entity  appointed  by  the  governing  body  or  executive  committee  of 
the  agency  shall  (i)  conduct  its  business  meetings  (other  than  those  i 
parts  of  meetings  which  involve  matters  respecting  personnel  of  the  I 
agency)  in  public,  (ii)  give  adequate  notice  of  its  meetings  to  those 
persons  who  have  requested  such  notice,  and  (Hi)  make  its  records 
and  data  (other  than  records  and  data  on  personnel)  available,  upon 
request,  to  the  public;". 

(c)  Section  1522(b)  (6)  is  amended  (1)  by  striking  out  "business  meet- 
ings" and  inserting  in  lieu  thereof  "business  meetings  (other  than  those 
parts  of  meetings  involving  matters  respecting  personnel  of  the  agency)", 
and  (2)  by  striking  out  "records  and  data"  and  inserting  in  lieu  thereof 
"records  and  data  (other  than  records  and  data  on  the  personnel  of  the 
State  Agency)". 

(d)  Section  1524(b)(3)  is  amended  by  striking  out  "business  meetings" 
and  inserting  in  lieu  thereof  "business  meetings  (other  than  those  parts  of 
meetings  involving  personnel  matters)". 

SUPPORT   AND  REIMBURSEMENT  FOR   MEMBERS   OF   GOVERNING  BODIES 

Sec.  112. (a)  Section  1512(b)(3)  is  amended  by  adding  after  subpara- 
graph (D)  (added  by  section  109  of  this  Act)  the  following  new  subpara- 
graph : 
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^\E)  Support. — Each  health  systems  agency  shall  have  an  iden- 
tifiable 'program  o  f  providing  assistance  to  the  members  of  its  governing 
body,  executive  committee  (if  any),  and  any  entity  appointed  by  the 
governing  body  or  executive  committee  in  making  decisions  jor  the 
agency,  and  shall  include  in  such  program  means  to  determine  the 
support  needs  oj  the  members  and  to  provide  jor  meeting  those  needs 
{including  the  provision  of  training  and  continuing  education)  J \ 

(b)  Section  1512(b)  (3)  {B){vi)  is  amended  by  striking  out  "reimburse" 
and  by  inserting  in  lieu  thereof  "reimburse  (or  when  appropriate  make 
advances  to)". 

(c)  Section  1512{b)  {2)  {A)  is  amended  by  adding  at  the  end  thejollowing: 
"At  least  one  member  oj  the  staf  shall  be  designated  to  have  the  responsi- 
bility oj  providing  the  consumer  members  oj  the  governing  body  oj  an  agency 
with  such  assistance  as  they  may  require  to  effectively  perjorm  their 
functions.". 

CONFLICTS  OF  INTEREST 

Sec.  113.  (a)  Section  1512(b)(3)  is  amended  by  adding  ajter  subpara- 
graph (E)  (added  by  section  112  oj  this  Act)  the  following  new  sub- 
paragraph: 

"(F)  Conflicts  of  interest. — No  member  oj  a  governing 
body,  executive  committee,  or  any  entity  appointed  by  a  governing 
body  or  executive  committee  may,  in  the  exercise  oj  any  junction  oj  the 
agency  described  in  subsection  (e),  (j),  or  (g)  oj  section  1513,  vote  on 
any  matter  bejore  the  governing  body,  executive  committee,  or  any  such 
entity  respecting  any  individual  or  entity  with  which  such  member 
has  any  substantial  ownership,  employment,  fiduciary,  contractual, 
creditor,  or  consultative  relationship.  A  governing  body,  executive 
committee,  and  any  entity  appointed  by  a  governing  body  or  executive 
committee  shall  require  each  oj  its  members  who  has  or  has  had  such  a 
relationship  with  an  individual  or  entity  involved  in  any  matter 
bejore  the  governing  body,  committee,  or  entity  to  make  a  written 
disclosure  oj  such  relationship  bejore  any  action  is  taken  by  the 
body,  committee,  or  entity  with  respect  to  such  matter  in  the  exercise 
oj  any  junction  oj  the  agency  described  in  section  1513  and  to  make 
such  relationship  public  in  any  meeting  in  which  such  action  is  to  be 
taken.". 

(b)  Section  1524  '^s  amended  by  adding  at  the  end  the  jollowing  neiv 
subsection: 

"(d)  No  member  oj  any  SHCC  may,  in  the  exercise  oj  any  junction  oj 
the  SHCC  described  in  subsection  (c)(6),  vote  on  any  matter  bejore  the 
SHCC  respecting  any  individual  or  entity  with  which  such  member  has 
any  substantial  ownership,  employment,  fiduciary,  contractual,  creditor, 
or  consultative  relationship.  Each  SHCC  shall  require  each  of  its  members 
who  has  or  has  had  such  a  relationship  with  an  individual  or  entity 
involved  in  any  matter  bejore  the  SHCC  to  make  a  written  disclosure  oj 
such  relationship  bejore  any  action  is  taken  by  the  SHCC  ivith  respect  to 
such  matter  in  the  exercise  oj  any  junction  under  subsection  (c)  and  to 
make  such  relationship  public  in  any  meeting  in  which  such  action  is  to 
be  taken.". 

staff  expertise 

Sec.  114.  The  first  sentence  of  section  1512(b)(2)(A)  is  amended  (1)  by 
striking  out  "and"  ajter  "health  planning,",  and  (2)  by  inserting  bejore 
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the  period  a  comma  and  the  following:  "(v)  to  the  extent  feasible,  financial 
and  economic  analysis,  and  [vi)  to  the  extent  feasible,  prevention  of 
disease  and  other  public  health  matters" . 

HEALTH  PLAN  REQUIREMENTS 

Sec.  115.  (a)  Section  1524(c)(1)  is  amended  by  striking  out  '^Review" 
and  inserting  in  lieu  thereof  "Establish  a  uniform  format  for  HSP's  and 
review' \ 

(b)  Section  1513(b)(2)  is  amended  by  striking  out  "establish''  in  the 
first  sentence  and  inserting  in  lieu  thereof  "establish  (in  accordance  with 
the  format  established  pursuant  to  section  1524(c)(1))" . 

(c)  (1)(A)  Section  1523(a)(1)  is  amended  by  inserting  "(A)"  after 
"(1)"  and  by  inserting  before  the  period  a  comma  and  the  following: 
"and  (B)  determine,  after  consultation  with  the  Statewide  Health  Coordina- 
ting Council,  the  health  needs  of  the  State  which  are  statewide" . 

(B)  Section  1523(a)(2)  is  amended  by  striking  out  "statewide  health 
needs"  and  inserting  in  lieu  thereof  "statewide  health  needs  determined 
under  paragraph  (1 )  (B) ' ' . 

(2)  Section  1513(b)(2)  is  amended  (A)  by  striking  out  "and"  after 
"resources  of  the  area;",  (B)  by  striking  out  "resources"  and  inserting 
in  lieu  thereof  "resources  (including  entities  described  in  section  1532 
(c)(7))",  and  (C)  by  inserting  before  the  period  at  the  end  of  the  first 
sentence  a  semicolon  and  the  following:  "and  (D)  which  are  responsive 
to  statewide  health  needs  as  determined  by  the  State  health  planning  and 
development  agency". 

(3)  Section  1524(c)(2)  is  amended  by  inserting  "as  determined  by  the 
State  Agency  of  the  State"  after  "statewide  health  needs"  each  place  it 
occurs. 

(d)  Section  1513(b)(2)  is  amended  (1)  by  striking  out  "establishing" 
in  the  second  sentence  and  inserting  in  lieu  thereof  "establishing  or  re- 
vising", and  (2)  by  inserting  after  the  first  sentence  the  following :  "The 
HSP  shall  also  include  a  statement  of  changes  (through  increases  or  re- 
ductions, or  both)  in  personnel,  facilities,  and  other  resources  which  the 
agency  determines  are  required  to  meet  the  goals  set  forth  in  the  preceding 
sentence.". 

(e)  Section  1513(b)(3)  is  amended  by  adding  at  the  end  the  following: 
"The  A  IP  shall  shall  include  a  statement  of  the  personnel,  facilities, 
and  other  resources  which  the  agency  determines  are  required  to  meet  the 
objectives  described  pursuant  to  the  first  sentence.  Before  establishing  or 
revising  an  AIP,  the  agency  shall  conduct  a  public  hearing  on  the  proposed 
A  IP  and  shall  give  interested  persons  an  opportunity  to  submit  their  views 
orally  and  in  writing.  Not  less  than  thirty  days  prior  to  such  hearing,  the 
agency  shall  publish  in  at  least  two  newspapers  of  general  circulation 
throughout  its  health  service  area  a  notice  of  its  consideration  of  the  pro- 
posed AIP,  the  time  and  place  of  the  hearing,  the  place  at  which  interested 
persons  may  review  the  AIP  in  advance  of  the  hearing,  and  the  place  and 
peroid  during  which  to  submit  written  comments  to  the  agency  on  the 
AIP.". 

(f)  (1)  Section  1513(b)(4)  is  amended  to  read  as  follows: 

"(4)  If  a  health  service  area  includes  an  area  under  the  jurisdiction 
of  an  Indian  tribe  or  an  Alaska  Native  Village,  the  establishment 
of  an  HSP  and  AIP  under  this  subsection  for  such  health  service 
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area  does  not  afect  the  authority  of  such  tribe  or  Village  to  establish 
and  carry  out  a  health  plan  jor  the  Indian  health  programs  in  the 
area  under  its  jurisdiction;  and  if  such  tribe  or  Village  establishes 
such  a  health  plan,  such  plan  shall  be  included  in  the  HSP  for  such 
health  service  area.". 

(g)  il)  Section  1513{b){2){C)  is  amended  by  striking  out  ''and  is 
consistent  with''. 

(2)  Section  1513(b)  {2)  is  amended  by  adding  at  the  end  the  follovnng: 
''The  agency  shall  make  its  HSP  available  to  the  State  health  planning 
and  development  agency  of  each  State  in  which  the  health  service  area  of 
the  health  systems  agency  is  located  for  inclusion  in  the  preliminary 
State  health  plan  to  be  prepared  under  section  1523(a)(2)  and,  if  the 
goals  contained  in  the  HSP  are  not  consistent  with  guidelines  issued  by 
the  Secretary  under  section  1501,  it  shall  provide  the  State  agency  vnth  a 
detailed  statement  of  the  reasons  for  the  inconsistency  between  such  goals 
and  guidelines.  When  making  such  HSP  available  to  a  Statewide  Health 
Coordinating  Council  under  section  1524(c)(2)(A),  the  agency  shall  also 
report  such  statement  to  such  Council.''. 

(h)  Section  1524(c)(2)  is  amended  by  adding  at  the  end  the  following : 
"(C)  The  State  health  plan  or  any  revised  State  health  plan  approved 

by  the  SHCC  shall  be  the  State  health  plan  for  the  State  for  purposes  of 
this  title  unless,  within  60  days  from  the  date  the  plan  was  approved,  the 
Governor  of  the  State  disapproves  the  plan.  The  State  health  plan  for  a 
State  may  be  disapproved  by  the  Governor  of  the  State  only  if  the  Governor 
determines  that  the  plan  does  not  effectively  meet  the  statewide  health  needs 
of  the  State  as  determined  by  the  State  Agency  for  the  State.  In  disap- 
proving a  State  health  plan,  a  Governor  shall  make  public  a  detailed 
statement  of  the  basis  for  the  determination  that  the  plan  does  not  meet 
such  needs  and  shall  specify  the  changes  in  the  plan  which  the  Governor 
determines  are  needed  to  meet  such  needs.  Subparagraph  (B)  does  not 
apply  to  the  preparation  of  revisions  of  a  State  health  plan  disapproved 
by  a  Governor." . 

CRITERIA  AND  PROCEDURES  FOR  REVIEWS 

Sec.  116.  (a)(1)  The  first  sentence  of  section  1532  (a)  is  amended  (A) 
by  striking  out  ";  and  in  performing"  and  inserting  in  lieu  thereof 
";  in  performing" ,  and  (B)  by  inserting  before  the  period  a  semicolon  and 
the  following:  "and  in  performing  its  review  functions  a  Statewide  Health 
Coordinating  Council  shall  (except  to  the  extent  approved  by  the  Secretary) 
follow  procedures  and  apply  criteria  developed  and  published  by  the 
Council  in  accordance  with  regulations  of  the  Secretary" . 

(2)  The  second  sentence  of  such  section  is  amended  by  striking  out 
"and  States  Agencies"  and  inserting  in  lieu  thereof  ",  State  Agencies, 
and  Statewide  Health  Coordinating  Councils". 

(b)(1)  Subsections  (b)  and  (c)  of  section  1532  are  each  amended — 

(A)  by  striking  out  "agency  and  State  Agency"  each  place  it  occurs 
(other  than  in  paragraph  (11)  of  subsection  (b))  and  inserting  in  lieu 
thereof  "agency.  State  Agency,  and  Statewide  Health  Coordinating 
Council",  and 

(B)  by  striking  out  "agency  or  State  Agency"  each  place  it  occurs 
and  inserting  in  lieu  therof  "agency,  State  Agency,  or  Statewide 
Health  Coordinating  Council". 
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{2)  Subsection  (b)  (4)  of  such  section  is  amended  by  striking  out  "agency 
or  a  State  Agency^'  and  inserting  in  lieu  thereof  "agency  or  a  State 
Agency,  or  Statewide  Health  Coordinating  Council. 

(3)  Section  1582 {c){l)  is  amended  by  striking  out  "HSP  and  AIP'' 
and  inserting  in  lieu  thereof  "HSP,  AIP,  and  State  health  plan'\ 

(c)  Section  1532 (a)  is  amended  by  adding  at  the  end  the  following: 
"Health  systems  agencies,  the  State  Agency,  and,  if  appropriate,  the 
Statewide  Health  Coordinating  Council  within  each  State  shall  cooperate 
in  the  development  of  procedures  and  criteria  under  this  subsection  to  the 
extent  appropriate  to  the  achievement  of  efficiency  in  their  reviews  and 
consistency  in  criteria  for  such  reviews  J  \ 

(d)  Section  1532(c)  (6)  is  amended  to  read  as  follows: 

"(6)  In  the  case  of  health  services  proposed  to  be  provided — 

^\A)  the  availability  of  resources  (in  luding  health  man- 
power management  personnel,  and  funds  for  capital  and 
operating  needs)  for  the  provision  of  such  services, 

^'(B)  the  effect  of  the  means  proposed  for  the  delivery  of  such 
services  on  the  clinical  needs  of  health  professional  training 
programs  in  the  area  in  which  such  services  are  to  be  provided, 

"(C)  if  such  services  are  to  be  available  in  a  limited  number  of 
facilities,  the  extent  to  which  the  health  professions  schools  in 
the  area  will  have  access  to  the  services  for  training  purposes, 

"(D)  the  availability  of  alternative  uses  of  such  resources  for 
the  provision  of  other  health  services,  and 

"(£')  the  extent  to  which  such  proposed  services  will  be  acces- 
sible to  all  the  residents  of  the  area  to  be  served  by  such  services.". 

(e)  Section  1532(c)  is  amended  by  adding  at  the  end  the  following : 

''(10)  In  the  case  of  health  services  or  facilities  proposed  to  be 
provided,  the  efficiency  and  appropriateness  of  the  use  of  existing 
services  and  facilities  similar  to  those  proposed." . 

(f)  Section  1532(b)(2)  is  amended  by  adding  at  the  end  the  following : 
"Failure  of  a  health  systems  agency.  State  Agency,  or  Statewide  Health 
Coordinating  Council  to  complete  a  review  within  the  period  prescribed 
for  the  review  may  not  be  deemed  by  such  an  entity  to  consitute  a  negative 
finding,  recommendation,  or  decision  with  respect  to  the  subiect  of  such 
review.". 

CERTIFICATE  OF  NEED  PROGRAMS 

Sec.  117.  (a)  Part  C  of  title  XV  is  amended  by  adding  at  the  end 
the  following: 

"CERTIFICATE  OF  NEED  PROGRAM 

Sec.  1527.  (a)  The  certificate  of  need  program  required  by  section 
1523(a)(4)(B)  shall,  in  accordance  with  this  section,  provide  for  the 
following: 

"(i)  Review  and  determination  of  need  under  such  program 

"(A)  major  medical  equipment,  health  care  facilities, 
institutional  health  services,  and  home  health  services,  and 

"(B)  capital  expenditures, 
shall  be  made  before  the  time  such  equipment  or  facilities  are  acquired, 
such  services  or  facilities  are  offered  or  developed,  substantial 
expenditures  are  undertaken  in  preparation  for  such  offering  or 
development  or  capital  expenditures  are  obligated. . 
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''(2)  The  acquisition,  ofering,  and  development  of  only  such 
equipment,  facilities,  and  services  as  may  be  found  by  the  State 
Agency  to  be  needed;  and  the  obligation  of  only  those  capital  expendi- 
tures found  to  be  needed  by  the  State  Agency. 

"(5)  After  a  certificate  of  need  is  issued  an  annual  review  shall 
be  conducted  of  the  progress  being  made  in  making  the  equipment, 
facility,  or  service  for  which  the  certificate  was  issued  available 
for  use,  and  if  it  is  determined  that  adequate  pragress  is  not  being 
made,  the  certificate  shall  be  withdrawn  but  only  after  consideration 
of  any  recommendation  made  by  the  health  systems  agency  with 
jurisdiction  over  the  area  to  be  served  by  such  equipment,  facility,  or 
service. 

'^(4)  issuing  a  certificate  of  need,  the  State  shall  specify  in  the 
certificate  the  maximum  amount  of  capital  expenditures  which  may 
be  obligated  under  such  certificate.  The  program  shall,  in  accordance 
with  regulations  promulgated  by  the  Secretary,  prescribe  the  extent 
to  which  a  project  authorized  by  a  certificate  of  need  shall  be  subject  to 
further  review  if  the  amount  of  capital  expenditures  obligated  or 
expected  to  be  obligated  for  the  project  exceed  the  maximum  specified 
in  the  certificate  of  need. 

"(5)  The  program  shall  provide  that  each  decision  of  the  State 
Agency  not  to  issue  a  certificate  of  need  shall,  upon  request  of  the 
person  loho  applied  for  such  certificate,  be  reviewed  under  an  appeals 
mechanism  consistent  with  State  law  governing  the  practices  and 
procedures  of  administrative  agencies  or,  if  there  is  no  such  State 
law,  by  an  entity  (other  than  the  State  Agency)  designated  by  the 
Governor. 

"(6)  The  program  shall  provide  that  each  decision  of  the  State 
Agency  to  issue  a  certificate  of  need  (A)  shall  not  be  inconsistent 
with  the  State  health  plan  in  effect  for  such  State  under  section 
1524{c),  and  (B)  shall  be  issued  by  the  State  Agency  solely  on  the  basis 
of  the  record  established  in  administrative  proceedings  held  with  res- 
pect to  the  application  for  such  certificate. 

"(7)  The  program  may  permit  reviews  of  applications  for  certifi- 
cates of  need  to  be  conducted  in  such  a  manner  that  (A)  comparisons 
of  applications  for  such  certificates  may  be  made,  and  (B)  priorities 
for  approval  of  such  applications  may  be  established, 
^'{b)  Notwithstanding  section  1532{c),  an  application  for  a  health 
maintenance  organization  {as  defined  in  section  1301)  for  a  certificate  of 
need  for  new  institutional  health  services  or  health  care  facilities  shall  be 
approved  by  the  State  Agency  if  the  State  Agency  finds  {in  accordance 
with  criteria  prescribed  by  the  Secretary)  that — 

"(1)  approval  of  such  application  is  required  to  meet  the  needs  of  the 
members  of  the  health  maintenance  organization  and  of  the  new  mem- 
bers which  such  organization  can  reasonably  be  expected  to  enroll, 
and 

"{2)  the  health  maintenance  organization  is  unable  to  provide, 
through  services  or  facilities  which  can  reasonably  be  expected  to  be 
available  to  the  organization,  its  institutional  health  services  in  a 
reasonable  and  cost-effective  manner  which  is  consisteiit  with  the 
basic  method  of  operation  of  the  organization  and  which  makes  such 
services  available  on  a  long-term  basis  through  physicians  and  other 
health  professionals  associated  with  it, 
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''(c)(1)  Under  the  program  a  certificate  oj  need  shall  not  he  required 
for  the  acquisition  of  major  medical  equipment  which  will  not  be  owned  by 
or  located  in  a  health  care  facility  unless — 

"(A)  the  notice  required  by  paragraph  (2)  is  not  filed  in  accordance 
with  that  paragraph  with  respect  to  such  acquisition,  or 

''(B)  the  State  Agency  finds,  within  30  days  after  the  date  U  re- 
ceives a  notice  in  accordance  with  paragraph  (2)  with  respect  to  s'lch 
acquisition,  that  the  equipment  will  be  used  to  provide  services  for 
in-patients  of  a  hospital. 
"(2)  Before  any  person  enters  into  a  contractual  arrangement  to  acquire 
major  medical  equipment  which  will  not  he  owned  by  or  located  in  a  he  ilth 
care  facility ,  such  person  shall  notify  the  State  Agency  of  the  State  in  which 
such  equipment  will  be  located  of  such  person's  intent  to  acquire  such  equip- 
ment. Such  notice  shall  be  made  in  writing  and  shall  be  made  at  least  30 
days  before  contractual  arrangements  are  entered  into  to  acquire  the  equip- 
ment with  respect  to  which  the  notice  is  given. 

"(d)  In  granting  certificates  of  need  under  such  a  prog  mm,  a  State 
Agency  shall  take  into  account  recommendations  made  by  tiealth  systems 
agencies  within  the  State  under  section  1613(f).'\ 

(b)(1)  Section  1523(a)(4)(B)  is  amended  by  striking  out  "new  institu- 
tional health  services  proposed  to  be  ojffered  or  developed  within  the  State'' 
and  inserting  in  lieu  thereof  "the  obligation  of  capital  expenditures 
within  the  State  and  the  offering  and  development  within  the  State  (f  new 
institutional  health  services,  home  health  services,  and  health  care  facilities 
and  the  acquisition  of  major  medical  equipment" . 

(2)  The  second  sentence  of  section  1523(a)  (4)  is  amended  to  read  as 
follows:  "A  certificate  of  need  program  shall  not  be  found  satisfactory  to 
the  Secretary  unless  each  determination  of  need  within  the  State  is  mxde 
by  the  State  Agency  solely  on  the  basis  of  its  review  conducted  in  accord ince 
with  the  procedures  and  criteria  it  has  adopted  in  accordance  with  this 
title  and  regulations  promulgated  under  it.". 

(3)  (A)  Section  1531  is  amended  (i)  by  striking  out  "For  purposes  of 
this  title"  and  inserting  in  lieu  thereof  "Except  as  otherwise  provided, 
for  purposes  of  this  title",  and  (ii)  by  adding  after  paragraph  (5)  the 
following  new  paragraphs: 

"(6)  For  purposes  of  sections  1523  and  1527,  the  term  'capital  expendi- 
ture' means  an  expenditure — 

"(A)  made  by  or  on  behalf  of  a  health  care  facility ;  and 
"(B)(i)  which  (I)  under  generally  accepted  accounting  principles 
is  not  properly  chargeable  as  an  expense  of  operation  and  main- 
tenance, or  (II)  is  made  to  obtain  by  lease  or  comparable  arrangement 
any  facility  or  part  thereof  or  any  equipment  for  a  facility  or  pxrt; 
and 

"(ii)  which  (I)  exceeds  $150,000,  (II)  substantially  changes  the 
bed  capacity  of  the  facility  with  respect  to  which  the  expenditure  is 
made,  or  (III)  substantially  changes  the  services  of  such  facility. 
Such  term  does  not  include  an  expenditure  to  obtain  (either  by  purchase 
or  under  lease  or  comparable  arrangement)  an  existing  health  care  facility 
the  services  or  bed  capacity  of  which  is  not  changed  in  being  so  obtained. 
For  purposes  of  subparagraph  (B)  (ii)  (I),  the  cost  of  any  studies,  surveys, 
designs,  plans,  working  drawings,  specifications,  and  other  activities 
essential  to  the  acquisition,  improvement,  expansion,  or  replacement  of 
any  plant  or  equipment  with  respect  to  which  an  expenditure  described  in 
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subparagraph  (B)  (i)  is  made  shall  be  included  in  determining  if  such 
expenditure  exceeds  $150,000.  Donations  of  equipment  or  facilities  to  a 
health  care  facility  which  if^  acquired  directly  by  such  facility  vjovld  be 
subject  to  review  under  section  1527  shall  be  considered  capital  expend- 
itures for  purposes  of  sections  1523  and  1527,  and  a  transfer  of  equip- 
ment or  facilities  for  less  than  fair  market  value  shall  be  considered  a  capital 
expenditure  for  purposes  of  such  sections  if  a  transfer  of  the  equipment  or 
facilities  at  fair  market  value  would  be  subject  to  review  under  section  1527. 

'\7)  For  purposes  of  sections  1523  and  1527,  the  term  'major  medical 
equipment  means  medical  equipment  which  is  used  for  the  provition  of 
medical  and  other  health  services  and  which  costs  in  excess  of  $150,000, 
except  that  such  term  does  not  include  medical  equipment  acquired  by  or 
on  behalf  of  a  clinical  laboratory  to  provide  clinical  laboratory  services 
if  the  clinical  laboratory  is  independent  of  a  physician's  office  and  a 
hospital  and  it  has  been  determined  under  title  XVIII  of  the  Social 
Security  Act  to  meet  the  requirements  of  paragraphs  {10)  and  {11)  of 
section  1861  {s)  of  such  Act.". 

{B)  Section  1531  {5)  is  amended  by  striking  out  "and  health  maintenance 
organizations  {as  such  facilities  and  organizations"  and  inserting  in  lieu 
thereof  "{as  such  facilities" . 

{4)  {A)  Section  1522{b){13){A)  is  amended  by  inserting  after  "agen- 
cies," the  following ;  "or,  if  there  is  no  such  State  laiv,". 

{B)  Section  1522(b)  {13)  {B)  is  amended  by  inserting  "under  sub- 
paragraph {A)"  after  "the  reviewing  agency". 

(c)  Within  180  days  of  the  date  of  the  enactment  of  this  Act,  the  Secre- 
tary of  Health,  Education,  and  Welfare  shall  promulgate  such  regulations 
as  may  be  necessary  to  enable  the  States  to  establish  certificate  of  need 
programs  which  meet  the  requirements  of  section  1527  of  the  Public 
Health  Service  Act. 

APPROPRIATENESS  REVIEW 

Sec.  118.  {a){l)  Section  1513{g){l)  is  amended  by  striking  out  "all 
institutional  health  services  offiered  in  the  health  service  area  of  the  agency" 
and  inserting  in  lieu  thereof  "at  least  those  institutional  and  home 
health  services  which  are  offered  in  the  health  service  area  of  the  agency 
and  which  have  been  designated  by  the  Secretary  by  regulation  for  ap- 
propriateness review  under  this  paragraph" . 

{2)  Section  1523{a){6)  is  amended  by  striking  out  "all  institutional 
health  services  being  offiered  in  the  State"  and  inserting  in  lieu  therzof 
"all  institutional  and  home  health  services  which  are  offiered  in  the  Stxte 
and  which  have  been  designated  by  the  Secretary  for  appropriateness 
review  under  this  paragraph" . 

(b)  Part  C  of  title  XV  is  amended  by  adding  after  section  1527  the 
following  new  section: 

"GRANTS    TO    STATES    FOR    REDUCTION    OF    EXCESS    HOSPITAL  CAPACITY 

"Sec.  1528.  {a)  For  the  purpose  of  demonstrating  the  effectiveness  of 
various  means  for  reducing  excesses  in  resources  and  facilities  of  hospitals 
{referred  to  in  this  section  as  'excess  hospital  capacity'),  the  Secretary 
may  make  grants  to  State  health  planning  and  development  agencies 
designated  under  section  1521{b){3)  to  assist  such  agencies  in — 

"{1)  identifying  {by  geographic  region  or  by  health  service) 
excess  hospital  capacity. 


27-288  O  -  78  -  12 


178 


"(2)  developing  programs  to  inform  the  public  of  the  costs  as- 
sociated with  excess  hospital  capacity, 

"(8)  developing  programs  to  reduce  excess  hospital  capacity  in 
manner  which  will  produce  the  greatest  savings  in  the  cost  of  health 
care  delivery, 

"(4)  developing  means  to  overcome  barriers,  to  the  reduction  of 
excess  hospital  capacity,  and 

"(5)  any  other  activity  related  to  the  reduction  of  excess  hospital 
capacity. 

"(b)  Grants  under  subsection  (a)  shall  be  made  on  such  terms  and  con- 
ditions as  the  Secretary  may  prescribe.  The  Secretary  shall  report  an- 
nually to  the  Congress  on  the  activities  assisted  with  grants  under  sub- 
section (a). 

"(c)  There  are  authorized  to  be  appropriated  to  make  payments  under 
grants  under  subsection  (a)  $4,000,000  for  the  fiscal  year  ending  Septem- 
ber 30,  1979,  $4,000,000  for  the  fiscal  year  ending  September  30,  1980, 
and  $4,000,000  for  the  fiscal  year  ending  September  30,  1981. 

REVIEW  AND  APPROVAL  OF  PROPOSED  USES  OF  FEDERAL  FUNDS 

Sec.  119  (a)  Section  1524(c)(6)  is  amended — 

(1)  by  striking  out  "approve  or  disapprove''^  in  the  first  sentence 
and  inserting  in  lieu  thereof  "recommended  approval  or  disap- 
proval of  (A)^\ 

(2)  by  striking  out  "or  the  Comprehensive^^  in  the  first  sentence  and 
inserting  in  lieu  thereof  "section  409  of  the  Drug  Abuse  Office  and  Treat- 
ment Act  of  1972,  or  the  Comprehensive^  \ 

(3)  by  inserting  before  the  period  at  the  end  of  the  first  sentence  a  comma 
and  the  following:  "and  (B)  any  application  (and  any  revision  of  an 
application)  submitted  to  the  Secretary  by  a  State  for  a  grant  or  contract 
under  any  provision  of  law  referred  to  in  clause  (A)  for  projects  in  more 
than  one  health  service  area  of  the  State'' \ 

(4)  by  amending  the  third  sentence  to  read  as  follows:  "If  a  SHCC 
recommends  disapproval  of  such  a  plan  or  application,  the  Secretary,  after 
making  a  finding  that  such  plan  or  application  is  not  in  conformity  with 
the  State  health  plan,  may  not  make  Federal  funds  available  under  such 
State  plan  or  application.^ \ 

(5)  by  inserting  after  the  third  sentence  the  following  new  sentence: 
"If  the  Secretary  makes  such  a  finding,  he  shall  notify  the  Governor  of  his 

finding  and  the  reasons  therefor  and  advise  him  that  he  has  30  days  in 
which  to  submit  a  revised  State  plan  or  application  that  conforms  with  the 
State  health  plan.'',  and 

(6)  by  striking  out  "If  after  such  review"  in  the  last  sentence  and 
inserting  in  lieu  thereof  the  following:  "If  after  reviewing  a  recommenda- 
tion of  a  SHCC  to  disapprove  such  State  plan  or  application,". 

(b)(1)  Section  1513(e)  (1)  (A)  (i)  is  amended — 

(A)  by  inserting  "of  1972"  after  "Treatment  Act",  arid 

(B)  by  inserting  after  "health  resources"  the  following:  "by 
any  entity  other  than  the  government  of  a  State  unless  such  resources 
are  solely  within  the  health  service  area  of  such  agency". 

(2)  Section  1513(e)  (1)  (A)  (ii)  is  amended  by  striking  out  "an  allot- 
ment" and  inserting  in  lieu  thereof  "an  allotment,  contract,  or  grant" . 

(3)  Section  1513(e)(1)(B)  is  amended  by  striking  out  "under  title 
IV,  VII,  or  VIII  of  this  Act"  and  inserting  in  lieu  thereof  "for  research 
or  training". 
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(4)  Section  1513(e)  (2)  is  amended — 

(A)  by  striking  out  "such  paragraph' '  in  the  first  sentence  and 
inserting  in  lieu  thereof  "paragraph  {l)(A)(i)'\  and 

(B)  by  striking  out  "If'  in  the  second  sentence  and  inserting 
in  lieu  thereof  "If  under  paragraph  (l){A)(i)'\ 

{5)  Section  1513{e)  is  amended  by  redesignating  paragraph  (3)  as 
paragraph  (4)  CL'^d  by  inserting  after  paragraph  {2)  the  following  new 
paragraph: 

"{3)  The  Governor  of  a  State  shall  allow  health  systems  agencies  sixty 
days  to  wake  the  review  required  by  paragraph  (l)(A)(ii).  If  under  such 
paragraph  an  agency  disapproves  a  proposed  use  of  Federal  funds  in  its 
health  service  area,  the  Governor  may  not  make  such  Federal  funds  avail- 
able for  such  use  until  he  has  made,  upon  request  of  the  entity  making  such 
proposal,  a  review  of  the  agency  decision.  In  making  any  such  review  of 
any  agency  decision,  the  Governor  shall  give  the  State  health  planning  and. 
development  agency  an  opportunity  to  consider  the  decision  of  the  health 
systems  agency  and  to  submit  to  the  Governor  its  comments  on  the  decision. 
The  Governor,  after  taking  into  consideration  such  State  Agency's  com- 
ments (if  any),  may  make  such  Federal  funds  available  for  such  use,  not- 
withstanding the  disapproval  of  the  health  systems  agency.  Each  such 
decision  by  the  Governor  to  make  funds  available  shall  be  submitted  to  the 
appropriate  health  systems  agency  and  State  health  planning  and  develop- 
ment agency  and  shall  contain  a  detailed  statement  of  the  reasons  for  the 
decision." 

COORDINATION  OF  HEALTH  PLANNING  WITH  RATE  REVIEW 

Sec.  120.  (a)  Section  1513(d)  is  amended  by  inserting  after  the  first 
sentence  the  following:  "Each  health  systems  agency  shall  also  coordinate 
its  activities  with  any  entity  of  the  State  in  which  the  agency  is  located 
which  reviews  the  rates  or  hidgets  of  health  care  facilities  located  in  the 
health  systems  agency's  health  service  area." 

(b)  Section  1522(b)(7)(A)  is  amended  by  inserting  before  the  comma  at 
the  end  the  following:  "and  for  the  coordination  by  the  State  Agency  in  the 
conduct  of  its  activities  with  any  entity  of  the  State  which  reviews  the  rates 
or  budgets  of  health  care  facilities  in  the  State". 

(c)  (1)  Section  1526  is  amended — 

(A)  by  striking  "(not  later  than  six  months  after  the  date  of  the 
enactment  of  this  title)"  in  the  first  sentence  of  subsection  (a);  and 

( B)  by  striking  out  the  last  sentence  of  subsection  (a) ;  and 
(2)  Such  section  is  further  amended — 

(A)  by  inserting  before  the  period  in  the  first  sentence  of  subsection 
(a)  "or  to  any  other  entity  of  the  government  of  a  State  which  ha^  so 
indicated  an  intent  to  regulate  such  rates"; 

(B)  by  striking  out  "A  State  Agency"  in  subsection  (b)(1)  and 
inserting  in  lieu  thereof  "An  entity"; 

(C)  by  striking  out  "the  State  Agency"  in  subparagraphs  (A)  and 
(F)  of  such  subsection  and  inserting  in  lieu  thereof  "the  entity"; 

(D)  by  inserting  "if  it  is  a  State  Agency,"  after  "(D)"  and  "(E)", 
respectively,  in  such  subsection; 

(E)  by  adding  after  and  below  subparagraph  (G)  of  such  subsection 
the  following:  "If  an  entity  which  is  not  a  State  Agency  receives  a 
grant  under  subsection  (a),  such  entity  shall  coordinate  its  activities 
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under  the  grant  with  the  State  Agency  jor  the  State  in  which  such 
entity  is  located,  share  with  the  State  Agency  data  obtained  from  such 
activities,  and  for  purposes  of  such  actioities,  develop  with  the  State 
Agency  criteria  for  the  review  of  hospital  services,  equipment,  and 
facilities  which  guidelines  are  not  in  conflict  with  criteria  adopted  by 
the  State  Agency ; 

(F)  by  striking  out  "a  State  Agency^'  in  subsection  {b){2)  and 
inserting  in  lieu  thereof  "an  entity^''  and  by  striking  out  "the  State 
Agency^^  in  such  subsection  and  inserting  in  lieu  thereof  "the  entity^'; 
and 

(G)  by  striking  out  "State  Agency^ ^  in  subsection  (d)  and  in  the 
first  sentence  of  subsection  (c)  and  inserting  in  lieu  thereof  " entity^  \ 

COORDINATION  WITHIN  STANDARD  METROPOLITAN  STATISTICAL  AREAS 
AND  WITH  OTHER  ENTITIES 

Sec.  121.  Subsection  (d)  of  section  1513  is  amended  (1)  by  inserting 
"{ly^  after  "{dy\  (2)  by  redesignating  paragraphs  (1),  (2),  (3),  and 
(Jf)  CLS  subparagraphs  (A),  (B),  (C),  and  (D),  respectively,  and  (3)  by 
adding  at  the  end  the  following: 

"(2)  Each  health  systems  agency  which  has  all  or  part  of  its  health 
service  area  within  a  part  of  a  standard  metropolitan  statistical  area 
(as  determined  by  the  Office  of  Management  and  Budget)  shall  coordinate 
its  activities  with  the  activities  of  any  other  health  systems  agency  which 
has  any  part  of  its  health  service  area  within  such  standard  metropolitan 
statistical  area.  Such  coordination  shall  be  carried  out  in  accordance  with 
a  plan  approved  by  the  Secretary  which  shall  at  least  provide  that  each 
health  systems  agency  designated  for  a  health  service  area  within  any  part 
of  a  single  standard  metropolitan  statistical  area  shall  review  (A)  each 
HSP  and  AIP  for  each  such  health  service  area,  (B)  the  criteria  used  in 
accordance  with  section  1532  for  reviews  affecting  any  such  area,  and 
(C)  each  decision  under  certificate  of  need  programs  which  affect  any 
such  area. 

"(3)  The  Secretary  shall  by  regulation  provide  for  the  sharing  of  health 
planning  data  between  health  systems  agencies  and  Indian  tribes  and 
Alaska  Native  Villages.". 

STATE  HEALTH  PLANNING  AND  DEVELOPMENT  AGENCIES 

Sec.  122.  (a)  Section  1521  (b)  U)  amended  by  adding  at  the  end  the 
following:  "Before  renewing  an  agreement  under  this  paragraph  with  a 
State  agency  for  a  State,  the  Secretary  shall  provide  each  health  systems 
agency  designated  for  a  health  service  area  located  (in  whole  or  in  part) 
in  such  State  an  opportunity  to  comment  on  the  performance  of  the  State 
Agency  and  to  provide  a  recommendation  on  whether  such  agreement 
should  be  renewed." 

(b)(1)  Paragraphs  (3)  and  (4)  of  section  1531(b)  are  each  amended 
by  striking  out  "twelve  months"  and  inserting  in  lieu  thereof"  thirty-six 
months". 

(2)  Section  1521(b)(3)  is  amended— 

(A)  by  inserting  "(Ay  after  "(3y\ 

(B)  by  redesignating  subparagraphs  (A)  and  (B)  as  clauses  (i) 
and  (ii),  respectively, 
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((7)  by  amending  clause  iii)  {as  so  redesignated)  to  read  as  follows: 
"(ii)  by  the  Secretary  ij  the  Secretary  determines,  in  accordance 
with  subparagraph  (B),  that  the  designated  State  Agency  is  not 
complying  with  the  provisions  of  such  agreement.'',  and 
(D)  by  adding  at  the  end  the  following: 
"(B)  Before  the  Secretary  may  terminate  an  agreement  with  a  designated 
State  Agency  under  subparagraph  {A)  {ii) ,  the  Secretary  shall — 

"(i)  consult  with  the  Statewide  Health  Coordinating  Council  of 
the  State  for  which  the  State  Agency  is  designated  respecting  the 
proposed  termination, 

"(ii)  give  the  State  Agency  notice  of  the  intention  to  terminate  the 
agreement  and  in  the  notice  specify  with  particularly  (I)  the  basis 
for  the  termination  of  the  Secretary  that  the  State  Agency  is  not  in 
compliance  with  the  agreement,  and  (II)  the  actions  that  the  State 
Agency  should  take  to  come  into  compliance  with  the  agreement,  and 
"(iii)  provide  the  State  Agency  with  a  reasonable  opportunity  for 
a  hearing,  before  an  officer  or  employee  of  the  Department  of  Health, 
Education,  and  Welfare  designated  for  such  purpose,  on  the  matter 
specified  in  the  notice.". 
(3)  The  amendments  made  by  paragraphs  (1)  and  (2)  shall  apply  with 
respect  to  designation  agreements  entered  into  under  section  1521(b)(3) 
of  the  Public  Health  Service  Act  after  the  date  of  the  enactment  of  this  Act. 

(c)  (1)(A)  Section  1513(h)  is  repealed. 

(B)  Section  1522(b) (13)  is  amended  by  striking  out  (g),  or  (h)" 
and  inserting  in  lieu  thereof  "or  (g)'\ 

(C)  Section  1513(a)  is  amended  by  striking  out  "through  (h)"  and 
inserting  in  lieu  thereof  "through  (g)'\ 

(2)  Paragrph  (3)  of  section  1523(a)  is  amended  by  striking  out  "review 
of  the  State  medical  facilities  plan  required  under  section  1603,  and  in 
the'\ 

(3)  Section  1523(a)  is  amended  by  adding  after  paragraph  (6)  the 
following  new  paragraph: 

"(7)  Prepare  an  inventory  of  the  medical  facilities  located  in  the 
State  and  determine  on  an  ongoing  basis  the  extent  to  which  such 
facilities  are  in  need  of  modernization  or  conversion  to  other  uses. 
Such  inventory  and  determinations  shall  be  reported  to  the  health 
systems  agencies  designated  for  health  service  areas  located  (in  whole 
or  in  part)  in  the  State  for  purposes  of  the  functions  of  the  agency 
under  section  1513(b).'' 

(d)  Section  1521(d)  is  amended  by  striking  out  "an  agreement  under 
this  section"  and  inserting  in  lieu  thereof  "an  agreement  under  subsection 
(b)  (3)  of  this  section". 

(e)  Paragraph  (5)  of  section  1523(a)  is  amended  by  striking  out 
"1413(f)"  and  inserting  in  lieu  thereof  "1513(f)". 

(f)  Section  1521(b)(1)  is  amended  by  striking  out  "this  part"  and 
inserting  in  lieu  thereof  "this  title." 

STATEWIDE  HEALTH  COORDINATING  COUNCIL  COMPOSITION 

Sec.  123.  (^a)(l)  Section  1524(b)(1)  (A)  (ii)  is  amended  by  inserting 
before  the  period  a  comma  and  the  following :  "except  that  the  number  of 
representatives  on  the  SHCC  to  which  a  health  systems  agency  designated 
for  a  health  service  area  which  is  not  entirely  within  the  State  shall  be  a 


182 


number  which  is  based  on  the  relationship  of  the  population  of  the  portion 
of  such  health  service  area  within  the  State  to  the  population  of  the  largest 
health  service  area  located  entirely  within  the  State,  except  that  each  such 
agency  shall  be  entitled  to  at  least  one  representative  on  the  SHCC^\ 
{2)  Section  ld24(b)(l)(A)(iii)  is  amended  to  read  as  follows: 

"(Hi)  Except  as  otherwise  provided  in  clause  (ii)  and  this  clause, 
each  such  health  systems  agency  shall  be  entitled  to  at  least  two 
representatives  on  the  SHCC.  If  there  are  more  than  ten  health 
systems  agencies  within  a  State,  each  health  systems  agency  within 
such  State  shall  be  entitled  to  only  one  representative  on  the  SHCC. 
Of  the  representatives  of  health  systems  agencies  on  the  SHCC,  not 
less  than  one-half  shall  be  individuals,  who  are  consumers  of  health 
care  and  who  are  not  providers  of  health  care." 
(3)  Section  1524(b)(1)  (A)  (i)  is  amended  (A)  by  inserting  ^'(or  if  the 
number  of  representatives  on  the  SHCC  to  which  health  systems  agencies 
are  entitled  under  the  second  sentence  of  clause  (m)  is  less  than  sixteen 
no  fewer  than  the  number  to  which  they  are  entitled)"  after  "sixteen 
representatives" ,  (B)  by  striking  ou  t  "at  least  five" ,  and  (C)  by  adding  at 
the  end  the  following :  "Each  agency  shall  submit  a  number  of  nominees 
to  the  Governor  which  is  at  least  twice  the  number  or  representatives  on  the 
SHCC  to  which  the  agency  is  entitled." . 

(b)  Section  1524(b)  (2)  is  amended  to  read  as  follows: 

"(2)  The  Governor  may  select  the  chairman  of  the  SHCC  from  among 
the  members  of  the  SHCC.  If  the  Governor  does  not  select  the  chairman,  the 
SHCC  shall  select  the  chairman  from  among  its  members." . 

(c)  Section  1524(b)(1)(C)  is  amended  (1)  by  striking  out  "one-third^' 
and  inserting  in  lieu  thereof  "one-half" ,  and  (2)  by  inserting  after  the 
period  the  following:  "members  of  a  SHCC  who  are  providers  of  health 
care  shall  represent  the  calssijications  of  providers  listed  in  section  1512 
(b)  (3)  (C)  (ii)  and  of  such  members  at  least  one  shall  be  a  person  engaged 
in  the  administration  of  the  hospital." 

(d)  The  first  sentence  of  section  1524(c)(2)(B)  is  amended  by  striking 
out  "State  agency"  and  inserling  in  lieu  thereof  "State  Agency". 

AUTHORIZATIONS  ^ 

Sec.  124  (a)  Section  1516(d)(1)  (as  amended  by  section  107)  is 
amended — 

(1)  by  striking  out  "and"  after  "1976,",  and 

(2)  by  inserting  before  the  period  the  following:  ",  $150,000,000 
for  the  fiscal  year  ending  September  30,  1979,  $160,000,000  for  the 
fiscal  year  ending  September  30,  1980,  and  $170,000,000  for  the 
fiscal  year  ending  September  30,  1981" . 

(6)  Section  1525(c)  is  amended — 

(1)  by  striking  out  "and"  after  "1976,",  and 

(2)  by  inserting  before  the  period  the  following-.  ",  $35,000,000 
for  the  fiscal  year  ending  September  30,  f979,  $37,000,000  for  the 
fiscal  year  ending  September  30,  1980,  and  $39,000,000  for  the 
fiscal  year  ending  September  30,  1981". 

(c)  Section  1526(e)  is  amended — 

(1)  by  striking  out  "and"  after  "1976,",  and 

(2)  by  inserting  before  the  period  the  following:  ",  $6 ,000 ,000  for 
the  fiscal  year  ending  September  30,  1979,  $7 ,000,000  for  the  fiscal 
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year  ending  September  3C,  1980,  and  $8,000,000  for  the  fiscal  year 
ending  September  30,  1981". 
id)  Section  1534id)  is  amended — 

(1)  by  striking  out  "and''  after  "1976,'\  and 

(2)  by  inserting  before  the  period  the  following:  $10,000,000 
for  the  fiscal  year  ending  September  30,  1979,  $11,000,000  j or  the 
fiscal  year  ending  September  30,  1980,  and  $12,000,000  j or  the  fiscal 
year  ending  September  30,  198V\ 

(e)  Section  1640(d)  is  amended — 

(1)  bt  striking  out  ''and"  after  "1976,",  and 

{2)  by  inserting  before  the  period  the  following.  ",  $120,000,000 
for  the  fiscal  year  ending  September  30,  1979,  $150,000,000  for  the 
fiscal  year  ending  September  30,  1980,  and  $150,000,000  for  the 
fiscal  year  ending  September  30,  1981". 

REPORT  ON  EFFECTIVENESS  OF  PLANNING  LAW 

Sec.  125.  Section  1535  is  amended  by  adding  after  subsection  (d) 
the  following  new  subsection: 

"(e)  The  Secretary  shall  report  to  the  Congress  on  the  results  of  the 
reviews  conducted  pursuant  to  subsections  (c)(7)  and  {d){6)  respecting 
improvements  in  health  and  health  care  and  restraints  on  increases  in 
health  care  costs." 

EFFECTIVE  DATE 

Sec.  126.  The  amendments  made  by  this  title  (other  than  by  sections 
101,  102,  103(d),  104(d),  107,  122(b),  and  124)  shall  take  efect  one 
year  after  the  date  of  the  enactment  of  this  Act,  except  that  on  and  after 
the  date  of  the  enactment  of  this  Act — 

(1)  the  changes  in  the  membership  of  the  health  systems  agencies 
and  the  Statewide  Health  Coordinating  Councils  required  by  amend- 
ments to  sections  1512,  1524,  ci^^d  1531  shall  be  implemented  through 
selections  of  members  to  fill  vacancies  occurring  after  such  date, 

(2)  a  health  systems  agency,  a  State  health  planning  and  develop- 
ment agency,  and  a  Statewide  Health  Coordinating  Council  may 
make  the  organizational  and  related  changes  required  by  the  amend- 
ments to  sections  1512,  1522,  1523,  1524,  and  1531  of  the  Public 
Health  Service  Act,  and 

(3)  such  agencies.  State  health  planning  and  development  agencies, 
and  Statewide  Health  Coordinating  Councils  may  act  in  accordance 
with  the  changes  in  their  functions  made  by  the  amendments  to 
sections  1513, 1522, 1523, 1524, 1527,  and  1532  of  the  Public  Health 
Service  Act. 

The  amendments  made  by  section  106  shall  apply  with  respect  to  grants 
made  under  section  1516  of  the  Public  Health  Service  Act  after  the  date 
of  the  enactment  of  this  Act. 

TITLE  II— REVISION  OF  AUTHORITY  FOR  HEALTH 
RESOURCES  DEVELOPMENT 

REVISION  AND  EXTENSION  OF  ASSISTANCE 

Sec.  201.  (a)  Part  B  of  title  XVI  is  repealed. 

(b)  Subsections  (a)  and  (b)  of  section  1620  are  amended  to  read  as 
follows: 
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"{a)il)  The  Secretary,  during  the  period  ending  September  30,  1981, 
may,  in  accordance  with  this  part,  make  loans  from  the  fund  established 
under  section  1622(d)  to  any  public  or  nonprofit  private  entity  jor 
projects  for — 

^\A)  modernization  of  medical  facilities , 
''(B)  construction  of  new  outpatient  medical  facilities, 
''(C)  construction  of  new  hospitals  in  (i)  areas  which  have  ex- 
perienced (as  determined  under  regulations  of  the  Secretary)  recent 
rapid  population  growth,  or  (ii)  areas  where  merger  or  closure  of 
medical  facilities  has  resulted  in  a  reduction  in  the  number  of 
hospital  beds  available  in  such  areas,  and 

"(D)  conversion  of  existing  medical  facilities  to  outpatient  medical 
facilities  or  facilities  for  long-term  care. 
"(2)  (A)  The  Secretary,  during  the  period  ending  September  30,  1981, 
may,  in  accordance  with  this  part,  guarantee  to — 

"(i)  non-Federal  lenders  for  their  loans  to  nonprofit  private 
entities  for  medical  facilities  projects  described  in  paragraph  (1), 
and 

"(ii)  the  Federal  Financing  Bank  for  its  loans  to  nonprofit 
private  entities  for  such  projects, 
payment  of  principal  and  interest  on  such  loans. 

"(B)  In  the  case  of  a  guarantee  of  any  loan  to  a  nonprofit  private 
entity  under  subparagraph  (A)  (i) ,  the  Secretary  shall  pay,  to  the  holder 
of  such  loan  and  for  and  on  behalf  of  the  project  for  which  the  loan  was 
made,  amounts  sufficient  to  reduce  by  3  per  centum  per  annum  the  net 
'effiective  interest  rate  otherwise  payable  on  such  loan.  Each  holder  of  such 
a  loan  which  is  guaranteed  under  such  subparagraph  shall  have  a  con- 
tractual right  to  receive  from  the  United  States  interest  payments  re- 
quired by  the  preceding  sentence. 

' '  (b)  The  principal  amount  of  a  loan  directly  made  or  guaranteed  under 
subsection  (a)  for  a  medical  facilities  project,  when  added  to  any  other 
assistance  provided  such  project  under  part  B,  may  not  exceed  90  per 
centum  of  the  cost  of  such  project  unless  the  project  is  located  in  an  area, 
determined  by  the  Secretary  to  be  an  urban  or  rural  poverty  area,  in  which 
case  the  principal  amount,  when  added  to  other  assistance  under  part  B, 
may  cover  up  to  100  per  centum  of  such  costs. ^\ 

(c)  Section  1625  is  amended  to  read  as  follows. ' 

''PROJECT  GRANTS 

"Sec.  1625.  (a)(1)  The  Secretary  may  make  grants  for  construction  or 
modernization  projects  designed  to  (A)  eliminate  or  prevent  imminent 
safety  hazards  as  defined  by  Federal,  State,  or  local  fire,  building,  or  life 
safety  codes  or  regulations,  or  (B)  avoid  noncompliance  with  State  or 
voluntary  licensure  or  accreditation  standards.  A  grant  under  this  para- 
graph may  only  be  made  to  a  State  or  political  subdivision  of  a  State, 
including  any  city,  town,  county,  borough,  hospital  district  authority, 
or  public  or  quasi-public  corporation,  for  a  project  described  in  the  pre- 
ceding sentence  for  any  medical  facility  owned  or  operated  by  it. 

"(2)  The  amount  of  any  grant  under  paragraph  (1)  may  not  exceed  75 
per  centum  of  the  cost  of  the  project  for  which  the  grant  is  made  unless  the 
project  is  located  in  an  area  determined  by  the  Secretary  to  be  an  urban  or 
rural  poverty  area,  in  which  case  the  grant  may  cover  up  to  100  per  centum 
of  such  costs. 
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"(3)  There  are  authorized  to  be  appropriated  for  grants  under  para- 
graph (1)  $100,000,000  Jor  the  fiscal  year  ending  September  30,  1979, 
$100,000,000  Jor  the  fiscal  year  ending  September  30,  19S0,  and 
$100,000,000  for  the  fiscal  year  ending  September  30,  1981. 

"(6)  (1)  The  Secretary  may  make  grants  to  public  and  nonprofit  entities 
for  projects  for  (A)  construction  or  modernization  of  outpatient  medical 
facilities  which  are  located  apart  from  hosiptals  and  which  will  provide 
services  for  medically  underserved  populations,  and  (B)  conversion  of 
existing  facilities^  into  outpatient  medical  facilities  or  facilities  for  long- 
term  care  to  provide  services  for  such  populations. 

"(2)  The  amount  of  any  grant  under  paragraph  (1)  may  not  exceed  80 
per  centum  of  the  cost  of  the  project  for  which  the  grant  is  made  unless  the 
project  is  located  in  an  area  determined  by  the  Secretary  to  be  an  urban  or 
rural  poverty  area,  in  which  case  the  grant  may  cover  up  to  100  per  centum 
of  such  costs. 

"(3)  There  are  authorized  to  be  appropriated  for  grants  under  para- 
graph (1)  $30,000,000  for  the  fiscal  year  ending  September  30,  1979, 
$40,000,000  for  the  fiscal  year  ending  September  30,  1980,  and  $40,000,- 
000  for  the  fiscal  year  ending  September  30,  1981.". 

CONFORMING  AMENDMENTS 

Sec.  202.  (a)  Part  A  oi  title  XVI  is  repealed  and  parts  C,  D,  E,  and 
F  of  title  XVI  are  redesignated  as  parts  A,  B,  C,  and  I),  respectively. 

(b)  Part  C  (as  so  redesignated)  of  title  XVI  is  amended  by  striking  out 
section  1630,  by  redesignating  sections  1631  through  1635  as  sections 
1622  through  1626,  respectively,  and  by  inserting  before  section  1622  {as 
so  redesignated)  the  following  : 

"GENERAL  REGULATIONS 

''Sec.  1620.  The  Secretary  shall  by  regulation — 

'\1)  prescribe  the  manner  in  which  he  shall  determine  the  priority 
among  projects  for  which  assistance  is  available  under  part  A  or  B, 
based  on  the  relative  need  of  diferent  areas  for  such  projects  and 
giving  special  consideration — 

''{A)  to  projects  for  medical  facilities  serving  areas  with 
relatively  small  financial  resources  and  for  medical  facilities 
serving  rural  communities, 

"(B)  in  the  case  of  projects  for  modernization  of  medical 
facilities,  to  projects  for  facilities  serving  densely  populated 
areas, 

'^{C)  in  the  case  of  projects  for  construction  of  outpatient 
medical  facilities,  to  projects  that  will  be  located  in,  and  provide 
services  for  residents  of,  areas  determined  by  the  Secretary  to  be 
rural  or  urban  poverty  areas, 

"(D)  to  projects  designed  to  (i)  eliminate  or  prevent  imminent 
safety  hazards  as  defined  by  Federal,  State,  or  local  fire,  building, 
or  life  safety  codes  or  regulations,  or  (ii)  avoid  noncompliance 
with  State  or  voluntary  licensure  or  accreditation  standards,  and 

"(E)  to  projects  for  medical  facilities  which,  alone  or  in 
conjunction  with  other  facilities,  will  provide  comprehensive 
health  care,  including  outpatient  and  preventive  care  as  well  as 
hospitalization; 
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'^(2)  prescribe  for  medical  facilities  projects  assisted  under  part 
A  or  B  general  standards  of  construction,  modernization,  and  equip- 
ment, which  standards  may  vary  on  the  basis  of  the  class  of  facilities 
and  their  location;  and 

"(3)  prescribe  the  general  manner  in  which  each  entity  which 
receives  financial  assistance  under  part  A  or  B  or  has  received 
financial  assistance  under  part  A  or  B  or  title  VI  shall  be  required 
to  comply  with  the  assurances  required  to  be  made  at  the  time  such 
assistance  was  received  and  the  means  by  which  such  entity  shall  be 
required  to  demonstrate  compliance  with  such  assurances. 
An  entity  subject  to  the  requirements  prescribed  pursuant  to  paragraph 
(3)  respecting  compliance  with  assurances  made  in  connection  with 
receipt  of  financial  assistance  shall  submit  periodically  to  the  Secretary 
data  and  information  which  reasonably  supports  the  entity's  compliance 
with  such  assurances.  The  Secretary  may  not  waive  the  requirement  of 
the  preceding  sentence. 

"APPLICATIONS 

"Sec.  1621.  (a)  No  loan,  loan  guarantee,  or  grant  may  be  made  under 
part  A  or  B  for  a  mediacl  facilities  project  unless  an  application  for  such 
project  has  been  submitted  to  an  approved  by  the  Secretary.  If  two  or 
more  entities  join  in  a  project,  an  application  for  such  project  may  be 
filed  by  any  of  such  entities  or  by  all  of  them. 

"(b)  (1)  An  application  for  a  medical  facilities  project  shall  be  submitted 
in  such  form  and  manner  as  the  Secretary  shall  be  regulation  prescribe 
and  shall,  except  as  provided  in  paragraph  {2) ,  set  forth — 

"{A)  in  the  case  of  a  moderinization  project  for  a  medical  facility 
for  continuation  of  existing  health  services,  a  finding  by  the  State 
agency  of  a  continued  need  for  such  services,  and,  in  the  case  of  any 
other  project  for  a  medical  facility,  a  finding  by  the  State  Agency  of 
the  need  for  the  new  health  services  to  be  provided  through  the  medical 
facility  upon  completion  of  the  project; 

"(B)  in  the  case  of  an  application  for  a  grant,  assurances  satis- 
factory to  the  Secretary  that  (i)  the  applicant  making  the  application 
would  not  be  able  to  complete  the  project  for  which  the  application 
is  submitted  without  the  grant  applied  for,  and  (ii)  in  the  case  of  a 
project  to  construct  a  new  medical  facility ,  it  would  be  inappropriate 
to  convert  an  existing  medical  facility  to  provide  the  services  to  be  pro- 
vided through  the  new  medical  facility; 

"(C)    a   description    of   the    site    of   such  project; 
"(D)  plans  and  specifications  therefor  which  meet  the  requirements 
of  the  regulations  prescribed  under  section  1620(2); 

"(E)  reasonable  assurance  that  title  to  such  site  is  or  will  be  vested 
in  one  or  more  of  the  entities  filing  the  application  or  in  a  public  or 
other  nonprofit  entity  which  is  to  operate  the  facility  on  completion 
of  the  project; 

"(F)  reasonable  assurance  that  adequate  financial  support  will 
be  available  for  the  completion  of  the  project  and  for  its  maintenance 
and  operation  when  completed,  and,  for  the  purpose  of  determining  if 
the  requirements  of  this  subparagraph  are  met.  Federal  assistance 
provided  directly  to  a  medical  facility  which  is  located  in  an  area 
determined  by  the  Secretary  to  be  an  urban  or  rural  poverty  area  or 
through  benefits  provided  individuals  served  at  such  facility  shall 
be  considered  as  financial  support; 
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^\G)  the  type  of  assistance  being  sought  under  part  A  or  B  for  the 
project; 

^'{H)  reasonable  assurance  that  all  laborers  and  mechanics  employed 
by  contractors  or  subcontractors  in  the  performance  of  work  on  a  proj- 
ect will  be  paid  wages  at  rates  not  less  than  those  prevailing  on 
similar  construction  in  the  locality  as  determined  by  the  Secretary 
of  Labor  in  accordance  with  the  Act  of  March  3,  1931  {40  U.S.C. 
276a — 276a-5,  known  as  the  Davis-Bacon  Act)^  and  the  Secretary 
of  Labor  shall  have  with  respect  to  such  labor  standards  the  author- 
ity and  functions  set  forth  in  Reorganization  Plan  Numbered  14 
of  1950  (16  F.R.  3176;  5  U.S.C.  Appendix)  and  section  2  of  the 
Act  of  June  13, 1934  (40  U.S.C.  276c); 

"(I)  in  the  case  of  a  project  for  the  construction  or  modernization 
of  an  outpatient  facility,  reasonable  assurance  that  the  services  of  a 
general  hospital  will  be  available  to  patients  at  such  facility  who  are  in 
need  of  hospital  care;  and 

^'(J)  reasonable  assurance  that  at  all  times  after  such  application 
is  approved  (i)  the  facility  or  portion  thereof  to  be  constructed,  or 
modernized,  or  converted  will  be  made  available  to  all  persons  residing 
or  employed  in  the  area  served  by  the  facility,  and  (ii)  there  will  be 
made  available  in  the  facility  or  portion  thereof  to  be  constructed, 
modernized,  or  converted  a  reasonable  volume  of  services  to  persons 
unable  to  pay  therefor  and  the  Secretary,  in  determining  the  reason- 
ableness of  the  volume  of  services  provided,  shall  take  into  considera- 
tion the  extent  to  which  compliance  is  feasible  from  a  financial 
viewpoint. 
^\2)  {A)  The  Secretary  may  waive — 

^\i)  the  requirements  of  subparagraph  (D)  of  paragraph  (1)  for 
compliance  with  modernization  and  equipment  standards  prescribed 
pursuant  to  section  1620  (2),  and 

"(ii)  the  requirement  of  subparagraph  (E)  of  paragraph  (1) 
respecting  title  to  a  project  site, 
in  the  case  of  an  application  for  a  project  described  in  subparagraph  (B) 
of  this  paragraph. 

"(B)  A  project  referred  to  in  subparagraph  {A)  is  a  project — 

"('i^)  for  the  modernization  of  an  outpatient  medical  facility  which 
will  provide  general  purpose  health  services,  which  is  not  part  of  a 
hospital,  and  which  will  serve  a  medically  underserved  population 
as  defined  in  section  1624  or  as  designated  by  a  health  systems 
agency,  and 

"(ii)  for  which  the  applicant  seeks  a  loan  under  part  A  the  prin- 
cipal amount  of  which  does  not  exceed  $20,000.". 
(c)  Part  C  {as  so  redesignted)  of  title  XVI  is  amended  by  adding  of  at 
the  end  thereof  the  following  new  section: 

"ENFORCEMENT  OF  ASSURANCES 

''Sec.  1627.  The  Secretary  shall  investigate  and  ascertain,  on  a  periodic 
basis,  with  respect  to  each  entity  which  is  receiving  financial  assistance 
under  this  title  or  which  has  received  financial  assistance  under  title  VI 
or  this  title,  the  extent  of  compliance  by  such  entity  with  the  assurances 
required  to  be  made  at  the  time  such  assistance  was  received.  If  the  Sec- 
retary finds  that  such  an  entity  has  failed  to  comply  with  any  such 
assurance,  the  Secretary  shall  report  such  noncompliance  to  the  health 
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systems  agency  for  the  health  service  area  in  which  such  entity  is  located 
and  the  State  health  planning  and  development  agency  of  the  State  in 
which  the  entity  is  located  and  shall  take  any  action  authorized  by  law 
{including  an  action  for  specific  performance  brought  by  the  Attorney 
General  upon  request  of  the  Secretary)  which  will  effect  compliance  by  the 
entity  with  such  assurances.  An  action  to  effectuate  compliance  with  any 
such  assurance  may  be  brought  by  a  person  other  than  the  Secretary  only 
if  a  complaint  has  been  filed  by  such  person  with  the  Secretary  and  the 
Secretary  has  dismissed  such  complaint  or  the  Attorney  General  has  not 
brought  a  civil  action  for  compliance  with  such  assurance  within  6  months 
after  the  date  on  which  the  complaint  was  filed  with  the  Secretary  J  \ 

TECHNICAL  AMENDMENTS 

Sec.  203.  (a)  Part  A  (as  so  redesignated  of  title  XVI  is  amended — 

{1)  by  striking  out  section  1621  and  by  redesignating  sections 
1620  and  1622  as  sections  1601  and  1602,  respectively, 

(2)  by  striking  out  ''section  1622 {dy^  in  subsection  {a){l)  of 
section  1601  (as  so  redesignated)  and  inserting  in  lieu  thereof 
''section  1602id)",  and 

(3)  by  striking  out  "section  1620(b)  (2)'^  each  place  it  occurs  in 
subsection  (d)  of  section  1602  (as  so  redesignated)  and  inserting  in 
lieu  thereof  "section  1601  {a)  (2)  {B)'\  ^ 

(b)  Section  1625  of  part  B  (as  so  redesignated)  is  redesignated  as 
section  1610. 

(c)  Subsection  (a)(1)  of  section  1622  (as  so  redesignated)  is  amended 
by  striking  out  "section  1604'^  and  inserting  in  lieu  thereof  "section 
162V\ 

(d)  Section  1623  (as  so  redesignated)  is  amended  by  striking  out 
"state'^  in  the  heading  for  such  section. 

(e)  Section  1624  (^^  redesignated)  is  amended  by  striking  out 
paragraphs  (1)  and  (2)  and  by  redesignating  paragraphs  (3)  through 
(16)  as  paragraphs  (1)  through  (IJf),  respectively. 

(f)  Section  1626  (as  so  redesignated)  is  amended  by  striking  out 
"section  1604^"  and  inserting  in  lieu  thereof  "section  162V\ 

(g)  (1)  Section  1602  (as  so  redesignated)  is  amended  by  adding  at  the 
end  thereof  the  following: 

"(f)  The  Secretary  may  take  such  action  as  he  deems  appropriate 
to  protect  the  interest  of  the  United  States  in  the  event  of  a  default  on  a 
loan  made  or  guaranteed  under  this  part  or  under  title  VI,  including 
taking  possession  of,  holding,  and  using  real  property  pledged  as  security 
for  such  a  loan  or  loan  guarantee." . 

(2)  Paragraphs  (1)  and  (2)  of  subsection  (d)  are  each  amended  (A) 
by  striking  out  "and"  at  the  end  of  subparagraph  (D),  (B)  by  striking 
out  the  period  at  the  end  of  subparagraph  (E)  and  inserting  in  lieu 
thereof  ",  and" ,  and  (C)  by  adding  after  subparagraph  (E)  the  following: 
"(F)  to  enable  the  Secretary  to  take  the  action  authorized  by 
subsection  (f).". 

EFFECTIVE  DATE 

Sec.  204'  Th^  amendments  made  by  this  title  shall  take  effect  October  1, 
1978. 


XV.  ADDITIONAL  VIEWS  OF  REPRESENTATIVE  DAVID  E. 

SATTERFIELD  III 

The  health  planning  system  established  by  Public  Law  93-641  is 
not  yet  fully  operational,  but  substantial  differences  have  already 
emerged  between  the  way  Congress  intended  the  Law  to  function  and 
the  way  in  which  it  has  worked  in  practice. 

In  particular,  the  Department  of  HEW  has  tended  to  regard  the 
State  and  regional  planning  agencies  which  were  established  by  Pub- 
lic Law  93-641  simply  as  instrumentalities  through  which  the  Nation's 
health  care  delivery  system  can  be  centrally  controlled.  The  intent 
of  Congress,  however,  was  clearly  to  place  planning  responsibility  at 
the  State  and  local  level.  A  vivid  illustration  of  this  divergence  between 
HEW  policies  and  congressional  intent  occurred  with  the  publication 
of  proposed  National  Health  Planning  Guidelines  in  the  Federal 
Register  on  September  23,  1977. 

These  hurriedly  devised  guidelines  were  issued  without  the  prior 
consultation  with  the  health  systems  agencies.  State  health  planning 
and  development  agencies,  statewide  health  coordinating  councils, 
associations  and  specialty  societies  representing  medical  and  other 
health  care  providers,  and  the  National  Council  on  Health  Planning 
and  Development,  which  is  required  by  section  1501(c)  of  the  act. 
Furthermore,  they  were  stated  not  as  guidelines  but  as  mandatory 
standards.  The  Department  of  HEW  interpreted  the  requirement  of 
section  1513(b)(2)  that  the  health  s^^stems  plans  ''take  into  account" 
and  be  ''consistent  with"  the  national  giudelines  to  mean  that  when  a 
guideline  was  stated  as  a  minimum  the  health  systems  plan  could  not 
call  for  less  and  when  stated  as  a  maximum  the  plan  could  not  pro- 
vide for  more.  The  proposed  guidelines  were  subsequently  modified 
somewhat,  but  the  basic  approach  of  HEW  remains  unchanged. 

This  bill  includes  provisions  which  should  clarify  congressional 
intent  and  significantl}^  improve  the  Health  Planning  and  Resources 
Development  Act.  Section  1501(c)  is  modified  to  insure  that  in  the 
future  the  required  consultation  takes  place  at  least  45  days  prior  to 
the  initial  publication  or  modification  of  guidelines.  Also,  Health 
Systems  Plans  will  no  longer  be  required  to  be  "consistent  with" 
the  National  Guidelines,  returning  the  guidelines  to  their  originally 
intended  status.  Sections  105  and  123  of  the  bill  reduce  the  hereto- 
fore unlimited  power  of  the  Secretary  of  HEW  to  terminate  the  designa- 
tion agreements  made  with  Health  Systems  Agencies  and  State 
Health  Planning  and  Development  Agencies.  In  the  future  involuntary 
termination  will  be  allowed  only  on  the  ground  of  noncompliance 
with  the  agreement,  and  the  HSA  or  SHPDA  in  question  must  be 
given  adequate  notice  of  the  intention  to  terminate  and  the  reasons 
for  termination  and  be  allowed  a  hearing.  The  decision  to  terminate 
would  be  reviewable  in  Federal  court. 

Despite  these  and  other  improvements,  the  Health  Planning  Act 
will  still  be  fundamentally  unsound,  because  it  is  based  on  false 
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assumptions.  First,  it  is  assumed  that  HSAs  and  SHPDAs,  with  the 
assistance  and  supervision  of  the  Department  of  HEW,  can  ''plan" 
a  health  care  delivery  system  and  anticipate  the  needs  and  desires  of 
a  State  or  area.  Even  in  the  case  of  fungible  and  precisely  quantifiable 
services  supplied  by  a  single  provider,  such  as  water  and  electricity, 
planning  for  future  needs  has  proven  to  be  very  difficult.  In  the  case  of 
a  service  as  amorphous,  complex,  and  individualized  as  health  care 
the  task  of  achieving  the  necessary  information,  expertise,  and  fore- 
sight to  plan  with  confidence  is  virtually  impossible.  A  common  obser- 
vation of  those  familiar  with  the  performance  of  HSAs  is  that  they  are 
simply  not  competent  to  do  the  job  they  are  called  upon  to  do. 

A  second  mistaken  assumption  is  that  the  plans  which  are  devised 
can  be  implemented.  In  the  idealized  world  of  the  health  planners, 
such  forces  as  political  pressures  and  perverse  financial  incentives 
either  do  not  exist  or  can  be  easily  surmounted.  If  the  plan  calls  for 
water  to  flow  uphill,  then  it  will  do  so.  Instead  of  trying  to  insure  that 
both  providers  and  consumers  make  decisions  in  an  environment  in 
which  efficiency  and  cost-effectiveness  is  rewarded,  the  present  health 
planning  system  attempts  to  ignore  or  defy  the  incentives  causing 
wastefulness  and  unnecessary  expense  (which,  ironically,  are  largely 
the  result  of  Federal  policies) . 

It  is  likely  that,  despite  the  National  Guidelines,  the  present 
planning  system  will  continue  to  be  ineffective  in  controlling  costs 
and  improving  efficiency.  This  will  be  taken  by  HEW  as  evidence  of 
the  need  for  more  rigid  and  comprehensive  federal  regulation  and 
control,  leading  ultimately  to  regulation  of  physician  decisionmaking 
and  the  creation  of  a  static,  unresponsive  health  care  system. 

Implicit  recognition  of  the  tendency  of  the  planning  system  to  stifle 
innovation  and  discourage  improvements  in  the  efficient  delivery  of 
health  care  is  found  in  a  subsection  of  H.R.  11488  which  would  impose 
a  new  requirement  that  state  certificate  of  need  programs  apply 
special,  relaxed,  criteria  to  applications  by  Health  Maintenance 
Organizations.  Other  providers  would  continue  to  have  to  meet  much 
more  stringent  criteria.  Section  118(a)  would  create  a  new  section 
1527(b)  of  the  Public  Health  Service  Act,  which  would  require  a 
State  health  planning  agency  to  grant  a  certificate  of  need  to  an 
HMO  if  the  agency  finds  that  approval  of  the  application  is  (1) 
necessary  for  the  HMO  to  meet  the  needs  of  its  existing  and  antici- 
pated membership,  and  (2)  necessary  for  the  HMO  to  provide  ''its 
institutional  health  services  in  a  reasonable  and  cost-effective  manner 
which  is  consistent  with  the  basic  method  of  operation  of  the  or- 
ganization and  which  makes  such  services  available  on  a  long-term 
basis  through  physicians  and  other  health  professionals  associated 
with  it."  The  justification  offered  for  this  special  treatment  is  that  in 
some  areas  HMOs  have  been  unfairly  discriminated  against  by  other 
providers  and  denied  the  use  of  needed  facilities.  This  may  have 
happened  in  some  cases,  but  is  the  proper  solution  to  force  states  to 
have  special  standards  for  HMO's  and  thereby  discriminate  against  all 
other  providers? 

I  suspect  that  this  new  provision  is  not  intended  simply  to  insure 
that  HMO's  are  allowed  to  compete  fairly  with  other  providers  but 
rather  is  designed  to  give  HMOs  a  clearcut  advantage.  The  conven- 
tional wisdom  in  the  health  planning  community  is  that  HMO's  are 
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the  miracle  cure  for  all  of  the  ills  of  the  present  health  care  delivery 
system,  and  the  proper  federal  role  is  to  nurture,  protect,  and  control 
them,  while  at  the  same  time  discouraging  other  ways  of  delivering 
health  care.  Evidence  which  casts  doubt  on  this  analysis  is  ignored.^ 
At  the  heart  of  this  point  of  view  is  the  belief  that  the  American 
people  cannot  be  trusted  to  choose  the  best  health  delivery  system. 

I  do  not  necessarily  object  to  the  granting  of  a  certificate  of  need 
upon  a  finding  based  upon  criteria  set  out  in  section  118(a)  of  this  bill. 
However,  I  do  not  believe  that  there  should  be  one  set  of  criteria  for 
one  class  of  applicants  and  a  different,  more  stringent  set  for  all  others. 
The  consumer  should  be  in  a  position  to  choose  the  health  care  pro- 
vider which  he  prefers,  and  not  have  that  choice  forced  upon  him 
because  of  favored  treatment  under  this  act  to  one  type  of  provider. 

David  E.  Satterfield  III 


1  The  disastrous  results  of  governmental  attempts  to  force  the  development  of  HMO's  in 
California  are  described  in  a  Report  of  the  Permanent  Subcommittee  on  Investigations  of 
the  Senate  Committee  on  Governmental  Affairs,  "Prepaid  Health  Plans  and  Health  Mainte- 
nance Organizations"  (S.  Rept.  No.  95-749).  The  current  strilte  by  the  physicians  of 
the  Washington  Group  Health  Association  illustrates  another  HMO  problem. 
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